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FOREWORD 

By  Trevor  A.  Bowen,  D.L.,  J.P. 

The  Authors  of  this  book  have  distinguished  themselves  in 
many  ways  in  management,  and  the  publication  of  this  book 
comes  at  an  opportune  moment  in  the  business  life  of  many 
bakers  and  confectioners,  as  the  general  lowering  of  purchasing 
power  has  lowered  the  productivity  of  many  businesses  below 
the  economic  line  of  trading. 

Only  the  application  of  true  and  regular  management 
standards  will  save  many  from  going  out  of  business,  and  in 
presenting  this  handbook  the  Authors  are  desirous  of  giving  the 
practical  baker  and  confectioner  the  necessary  equipment  with 
which  to  apply  these  management  standards. 

Regularity  and  uniformity  in  the  use  of  ingredients  produces 
a  uniform  product,  and  similarly  a  regular  examination  of  the 
business  by  management  standards  will  ensure  that  diversion 
from  standard  can  be  checked  before  they  can  seriously  affect 
the  business.  Correct  labour  utilization  has  an  important 
bearing  on  any  business,  and  on  this  point  the  handbook  will  • 
assist  those  having  labour  problems. 

Many  large  establishments  have  their  own  staff  for  manage¬ 
ment  control,  but  in  recent  years  this  has  tended  to  grow  out 
of  all  proportion  to  the  size  of  the  business.  Study  of  this 
handbook  will  assist  such  organizations  to  make  suitable 
adjustments  and  return  to  a  balanced  proportion. 

The  Authors  are  both  practical  men  in  their  own  particular 
sphere  and  in  consequence  readers  will  have  no  difficulty  in 
understanding  all  the  implications  necessary  to  successful 
management. 

I  am  sure  that  after  turning  the  pages  of  this  book  there  are 
many  who  will  adopt  and  adjust  the  sound  advice  to  their 
advantage. 


INTRODUCTION 

Management  in  action  is  the  keynote  of  this  handbook. 

The  manufacturing  and  selling  of  Flour  Confectionery 
requires  a  sound  knowledge  of  the  craft,  a  flair  for  display  and 
salesmanship,  and  what  is  so  often  overlooked,  a  training  in 
management. 

There  are  no  schools  for  teaching  bakery  management  in 
this  country,  therefore  the  knowledge  required  to  successfully 
manage  a  business  is  usually  picked  up  in  a  very  haphazard  way, 
such  as  by  working  in  a  bakehouse  or  on  the  rounds,  by 
observation,  or  by  some  inate  ability  to  control  a  staff. 

This  book  is  written  primarily  for  students,  or  those  who 
desire  to  become  managers  and  to  help  proprietors  of  businesses 
who  are  desirous  of  making  success  more  sure. 

As  soon  as  Government  controls  are  taken  off  there  will 
be  serious  competition  to  be  met.  The  competition  will 
come  from  various  sources,  from  the  large  firms,  and  from  the 
small  man  who  does  not  know  the  true  value  of  his  own  labour. 

Competition  is  not  easily  countered  and  may  soon  diminish 
the  value  of  a  business.  Scientific  management  enables  the 
Confectioner  to  see  as  through  a  microscope  the  details  of  his 
business  and  the  trends  of  his  trade. 

If  standards  are  not  set  up  to  which  to  work,  many  things 
may  happen— for  instance  an  increasing  volume  of  sales  may 
mean  only  an  increase  in  the  loss  made  week  by  week,  particu¬ 
larly  where  selling  prices  have  not  been  soundly  fixed  from  the 
ascertained  facts  shown  by  the  costs  of  the  business. 

^  s  ^  t11  nufaeturing  businesses  the  prices  of  the  goods 

the  dfUued  should  be  Pr°Perly  related  to  the  cost.  This  includes  all 
the  following;  the  raw  materials,  the  labour  cost  of  making 

the  expenses  of  manufacture,  and  last  but  not  least  the 
distribution  and  selling  expenses 

F  A  *fit  Cf  "  °"ly  bt made  if  a11  these  'terns  are  fully  covered 
Each  class  of  goods  should  have  apportioned  to  it  the  actual 
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that  the  Confectioner  may  eventually  end  up  in  the  bankruptcy 
court. 

The  loss  if  continued  gradually  eats  into  capital  so  that  the 
business  becomes  worth  less  and  less,  and  eventually  fades 
away. 

On  the  other  hand  a  successful  business  increases  in  value 
from  year  to  year.  This  success  can  more  easily  be  achieved  if 
proper  controls  over  the  issue  of  the  ingredients  to  the  bake¬ 
house  are  installed  and  if  the  recipes  are  strictly  adhered  to — 
and  if  the  cost  of  labour  and  expense  are  also  controlled. 

Until  recently  labour  represented  considerably  less  in  value 
than  the  cost  of  the  ingredients — to-day  “  Wages  ”  has  become, 
or  are  about  to  become  the  item  of  paramount  importance,  thus 
placing  ingredients  in  a  second  position. 

It  is  obvious,  therefore,  that  labour  or  work  should  be 
measured  out  with  as  much  care  as  should  be  observed  in  the 
measurement  of  the  ingredients. 

This  careful  consideration  of  manufacturing  labour  also 
applies  to  the  wages  paid  for  selling  and  distributing  the  goods. 

The  overheads  of  a  bakery  business  have  been  clearly 
enumerated  and  defined  in  Book  I  of  this  series  and  being  so 
important  are  set  out  again  at  the  end  of  this  book.  A  standard 
schedule  of  overheads  is  also  illustrated  later  on. 

From  the  foregoing  pages  it  will  have  been  noticed  that  the 
primary  matters  of  importance  are  (1)  the  prices  charged  for  the 
goods;  (2)  the  cost  of  the  ingredients;  (3)  the  cost  of  wages; 
and  (4)  the  overheads.  Last  but  not  least;  there  is  the  profit 
to  be  earned  by  the  business.  All  these  matters  may  be  summed 
up  in  the  form  of  percentages.  These  are  illustrated  below. 
The  selling  price  of  the  goods  is  taken  to  represent  100  per  cent. 

The  percentages  given  are  not  taken  from  any  particular 
business,  but  are  taken  from  figures  known  by  the  writers  to  be 
common  in  the  trade. 


OUTPUT  AT  SELLING  PRICE  100% 


Cost 

Ingredients  used  . . 
Confectioners’  wages 
Overheads  (all  expenses)  . . 


35% 

15% 

35% 


Total  cost  . .  85% 

15% 


Profit  (net) 


100% 


PLANNING  THE  OUTPUT  ' 

The  Overhead  expenses  include  all  wages  paid  (other  than 
those  paid  to  the  Confectioners  who  are  actually  engaged  in 
making  the  goods).  There  may  be  storekeepers,  enginemen  and 
cleaners,  general  labour  in  the  bakehouse  and  selling  wages  in 
the  shops  and  such  other  selling  wages  as  may  be  paid.  In  many 
cases  the  wages  included  in  overheads  may  amount  to  15  per 
cent.  This  figure  plus  the  Confectioners’  wages  of  15  per  cent, 
accounts  for  30  per  cent  of  the  selling  price.  Ingredients  amount 
to  35  per  cent. 

The  Overheads  will  also  include  such  management  salaries 
as  are  paid  to  the  Proprietors  or  others  for  acting  as  Managers 
or  Managing  Directors. 

In  a  small  business  the  proprietor  may  spend  part  of  his 
time  in  actually  making  the  goods  and  it  is  not  often  that  the 
owner  of  so  small  a  business  can  devote  much  time  to  manage¬ 
ment. 

The  net  profit  is  calculated  after  charging  in  the  cost  all  the 
overheads  including  any  management  salaries  that  may  be  or 
should  be  paid. 

The  management  of  labour  is  specially  dealt  with  so  that 
incentive  or  profit  sharing  methods  may  be  considered  and  if 
approved  can  be  introduced.  Suggestions  are  made  for  record¬ 
ing  labour  and  overheads  and  showing  as  far  as  possible  how 
control  over  these  items  can  be  exercised. 

Each  of  these  important  matters,  Output,  Ingredient  Cost, 
Bakehouse  Wages,  and  Overheads,  are  dealt  with  in  separate 
chapters.  There  are  several  appendices  which  contain  forms 
and  additional  information. 

Last  but  by  no  means  least  there  is  set  out  in  chapter  VI, 
suggestions  on  the  preparation  and  use  of  the  data  provided 
for  the  guidance  of  the  management,  including  the  preparation 
of  Total  Costs,  Standard  Costs,  Unit  Costs  and  so  forth. 


CHAPTER  I 

PLANNING  THE  OUTPUT 

A  New  Bakery 

It  is  much  easier  to  plan  a  new  bakery  than  an  old  one,  as 
his  means  starting  from  scratch.  It  is  proposed  here  to  start 
his  chapter  in  this  way,  so  that  the  illustrations  given  may  be 
more  readily  understood.  y 

it  k0n1  t^iiP™CJple  of  “  the  Punishment  to  the  crime  ” 

vlL  i1!, haVe  7ery  clearl>' in  mind  all  the  products  it  is 
expected  will  be  made  and  to  plan  out  an  anticipated  volume 
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of  production  of  each  article  for  the  week,  and  for  weeks  ahead 
Only  when  output  has  been  planned  can  we  make  the  necessary 
arrangements  regarding  the  size  and  layout  of  the  bakery 
building  required  and  the  plant  that  will  be  necessary  for  the 
amount  of  trade  which  it  is  anticipated  will  be  done. 

V  There  are  many  pitfalls  to  be  guarded  against  in  this  planning 
and  Jhese  can  best  be  done  by  deciding  the  following  problems 


1.  Is  the  proposed  site  the  most  suitable? 

2.  Is  there  room  for  extension? 

3.  What  amount  and  class  of  trade  is  it  expected  to  do? 
Is  it  to  be  high  class — high  class  trade  will  not  mix  with 
a  medium  class,  and  a  cheap  trade  with  neither  of  the 
others. 

4.  The  bakehouse  should  be  as  near  as  possible  to  the  shops 
it  is  expected  to  serve. 

5.  If  it  is  proposed  to  deliver  some  part  of  the  production 
—this  service  should  be  carefully  planned  including  the 
type  and  number  of  vehicles  to  be  used  and  so  as  to 
avoid  lengthy  journeys— nothing  is  so  expensive  as  a 
scattered  trade.  Many  bakers  lose  money  by  going  too 
far  afield  to  serve  one  or  two  customers. 

6.  The  shops,  if  there  is  any  choice  on  the  matter,  should  be 
in  populous  areas  even  when  large  rents  are  being 
demanded.  The  trade,  all  things  being  equal,  should  be 
sufficient  to  more  than  “  make  ”  the  rent.  The  amount 
of  trade  it  is  expected  to  do  should  be  calculated  on  a 
moderate  basis,  and  the  “  bakehouse  cost  ”  will  show 
what  margin  is  left  after  manufacture  is  paid  for  to  cover 
all  other  expenses  and  to  leave  a  profit  for  the  owners. 

The  proper  layout  of  the  bakery  building  is  most  important 
and  so  is  that  of  the  Plant. — The  goal  at  which  to  aim  is  to 
obtain  the  best  flow  of  production  possible. — This  will  com¬ 
mence  with  the  receipt  and  storage  of  the  ingredients,  the  issue 
of  these  to  the  bakery,  the  sequence  of  the  operations  involved 
in  manufacture,  in  making,  baking  and  finishing  and  in  the 
storage  and  issue  for  sale  of  the  products. 

First  of  all  the  situation  and  capacity  and  equipment  of  the 
store  for  the  ingredients  should  be  considered,  then  the  con¬ 
tainers  to  be  used  for  storage,  the  facilities  for  weighing  and 
issue  of  the  ingredients  to  the  bakehouse;  so  that  there  is  very 
little  waste  of  time  and  of  materials. 


planning  the  output 


Then  there  is  also  the  best  siting  of  the  plant  and  machinery 
in  the  bakehouse  and  its  relative  position  to  the  ovens  to  be 
considered. 

The  object  of  properly  siting  the  machinery  is  to  save 
covering  the  same  ground  twice,  when  once  will  do,  both  when 
making  and  storing  the  products. 

The  bottleneck  which  often  slows  down  the  whole  organi¬ 
sation  is  shortage  of  oven  capacity.  This  should  be  very 
carefully  gone  into. 

It  is  also  necessary  to  have  satisfactory  facilities  for 
frequently  washing  down  the  bakery.  This  includes  the 
provision  of  a  good  drainage  system.  The  writers  have  recently 
inspected  two  bakeries  where  no  provision  had  been  made  for 
a  slope  of  the  floor  for  the  water  to  run  away. 

From  there  we  go  to  the  finished  goods  store  and  the 
recording  of  the  goods  made  and  sent  out  for  which  a  small 
office  should  be  provided  if  the  business  is  large  enough. 

The  nature  of  the  mixing  machines,  pastry  rollers,  and  other 
equipment,  and  the  kind  of  ovens  required  are  also  matters  of 
great  importance. 

Labour  saving  is  now  an  established  science  and  advice  on 
the  layout  of  the  bakery  and  its  equipment  are  matters  for 
which  the  services  of  an  expert  should  command  a  reasonable 
fee.  There  are  several  firms  of  bakery  advisers  from  which  to 
choose. 


The  type  of  oven  and  its  method  of  heating,  either  by 
electricity,  gas,  oil,  coke,  or  other  method,  must  be  decided  on. 
A  flexible  type  of  oven,  either  steam  pipe,  or  gas  may  be  the 
most  suitable,  but  this  depends  on  the  particular  circumstances 

°  u  ,af’  cost  °f  gas  should  be  compared  with  the  cost  of 
other  fuels  and  so  forth. 

The  lighting  of  the  building  is  again  an  important  matter. 

In  certain  parts  of  the  bakery  intensive  light  is  necessary  while 

n  others  a  diffused  light  is  preferable.  This  question  of 

lighting  is  also  one  for  the  expert,  and  by  employing  such,  and 

not  the  electricity  local  representative  to  advise  will  probably 

be  much  cheaper  ,n  the  long  run.  It  is  surprising  how  few  of 

the  electricity  sales  offices  have  the  necessary  knowledge  to 
advise  on  this  important  subject.  *  Knowledge  to 

•  Confectionery  goods  may  be  classified  under  several  head 

Cake's8^ 

Cakes,  etc  g  ’  ’  Cake>  Sandwiches,  Pies,  Special 
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The  following  is  a  list  of  some  of  these  products. 

CONFECTIONERY  LIST 


Total 

1st  week 

2nd  week 

3rd  week 

Etc.,  etc. 

FERMENTED  GOODS 
Buns 

Plain 

Currant 

Cream 

Swiss 

Chelsea 

Bath 

Sugar 

Doughnuts 

Cream  doughnuts 
Chunkies 

Fruit  Bread 
Bridge  Rolls 


AERATED  GOODS 
Ginger  Bread 
Scones 
Queen  Cakes 
Rice  Buns 

FANCIES 
Fancies 
Swiss  Roll 
Rose  Tarts 
Almond  Slices 
Tree  Biscuits 
Genoa  Fancies 
Eclairs 
Jam  Tarts 

CAKE 

Madeira 

Fruit 

Seed 

Slab 

Cherry 

SANDWICHES 

Iced 

Cream 

Gateau 

Apple  Turnovers 
Three  Tier  Sponge 

SUNDRIES 
Birthday  Cakes 
Wedding  Cakes 

MEAT  PIES 
Pies 

Sausage  Rolls 


PLANNING  THE  INGREDIENTS 
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Confectionery  Schedule 

A  detailed  list  or  schedule  of  all  the  goods  it  is  proposed  to 
make  for  say  10  or  12  weeks  ahead  should  then  be  prepared. 
There  should  be  a  total  column  for  the  12  weeks  and  a  separate 
column  for  each  week. 


CHAPTER  II 

PLANNING  THE  INGREDIENTS 

Ordering 

The  giving  of  orders  for  the  purchase  of  ingredients  and 
other  materials  is  a  duty  which  should  only  be  carried  out  by 
those  who  are  trained  and  competent  buyers. 

The  greatest  care  must  be  taken  in  these  days  to  see  that 
any  kind  of  ingredient  required  is  not  over  bought.  Over 
buying  gives  often  worse  results  than  under  buying  particularly 
as  the  goods  are  perishable  and  there  is  a  buyers’  market. 


Written  Orders 

A  written  order  form  should  be  adopted  and  if  possible 
used  for  all  ingredients  ordered. 

There  are  some  kinds  of  ingredients,  which  the  manufacturer 
or  the  wholesaler  may  be  only  too  anxious  to  get  rid  of  and 
these  may  easily  be  dumped  on  the  Confectioner  if  a  regular 
written  system  of  ordering  is  not  adopted. 

An  order  book  with  a  second  leaf  for  a  carbon  copy,  is  the 

best  form  to  use.  A  form  of  ruling  of  this  book  is  illustrated 
hereunder. 


ORDER 

From  JOHN  SMITH, 

Baker  and  Confectioner, 
High  Street,  Leigh 


No. 


To 


Date 


Please  supply 


Description 

Quantity 

Price 

@ 

@ 

@ 

Signed 


There  should  be  carbon  copies  kept. 
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Subjoined  is  a  list  of  ingredients  in  common  use  but  in  a 
classified  form. 


LIST  OF  INGREDIENTS  IN  GENERAL  USE 


FLOUR 

ESSENCES 

FRUITS 

Strong 

Vanilla 

Currants 

Medium 

Essence  of  Lemon 

Sultanas 

Soft 

Lemon  Oil 

Raisins 

MOISTENERS 

Orange  Oil 

Figs 

Almond  Oil 

Dates 

Milk 

Almond  Essence 

Dried  apples 

Milk  Powder 

Peppermint  Oil 

Dried  apricots 

Condensed  Milk 

Lemon  Peel 

Water 

SPICES 

Orange  Peel 

Ginger 

Citron  Peel 

EGGS 

Cinnamon 

Ginger 

Shell 

Cloves 

Bottled  fruits 

Whites 

Nutmeg 

Yolks 

Mace 

JAMS  and  JELLIES 

Frozen 

Raspberry 

Dried 

FLAVOURS 

Black  Currant 

Albumen 

Pineapple 

Red  Currant 

Strawberry 

Greengage 

FATS 

Raspberry 

Blackberry 

Butter 

Peach 

Gooseberry 

Lard 

Currant 

Plums 

Margarine 

Coffee 

Pectin 

Oil 

Colouring  Matter 

Cocoa  Butter 

SEEDS 

Piping  Jelly 

Beef  Fat 

Caraway 

SUGARS 

COLOURINGS 

FERMENT 

Granulated 

Caster 

Icing 

NUTS 

Yeast,  etc. 

Demerara 

Glucose 

Almonds 

Laevulose 

Coconut 

Walnuts 

AERATORS 

Brazil  Nuts 

Bicarbonate  of  Soda 

Pistachio 

Cream  of  Tartar 

Hazel 

Tartaric  Acid 

Pine 

Alum 

Peanuts 

Ammonium 

Marzipan 

Bicarbonate 

Soya  Beans 

“  Indirect  ”  Materials 

There  are  other  items  which  may  be  classified  as  materials, 
such  as  cake  cases,  cake  bands,  etc.  These  can  also  be  shown 
in  the  recipe  book  if  desired,  or  may  be  omitted  and  must  then 
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be  included  amongst  the  overhead  expenses.  Under  the 
overheads  will  also  be  found  the  selling  expense  materials  such 
as  bags,  boxes,  wrapping  paper,  string,  etc. 

^/Storage  of  Ingredients 

The  majority  of  bakeries  are  deficient  in  storage  capacity. 
Some  ingredients  require  a  cool  and  dry  situation,  and  for 
others,  moisture  and  warmth  are  not  deleterious. 

v  Layout  of  Stores 

The  layout  of  a  store  is  an  important  factor.  First  of  all, 
its  aspect,  then  the  saving  of  time  which  can  be  made  by  use  of 
proper  bins,  racks  and  trolleys. 

The  handling  and  weighing  out  and  transporting  of  the 
ingredients  required  often  takes  up  a  great  deal  of  valuable 
time.  The  arrangement  of  the  Stock  rooms  is  a  matter  that  has 
been  carefully  studied  by  experts.  Much  has  been  written  on 
the  matter  of  storage,  etc.,  for  larger  concerns. 

Issue  of  Ingredients 

The  routine  of  issue  of  the  ingredients  will  vary  according 
to  the  size  of  the  business.  Where  the  business  is  large  enough, 
detailed  stores  requisitions  or  demand  notes,  may  be  made  out 
for  say  sufficient  to  cover  a  number  of  mixings  for  the  particular 
recipe. 

STORES  REQUISITION  No. 


(Confectionery) 

To  Storekeeper 

Date 

Please  supply 

Ingredient 

Further  particulars 

Quantity  in  lb.  or  oz. 

Flour 

Milk 

Fats 

Sugars 

etc.,  etc. 

Signed . 


Confectionery  Manager. 
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Summary  of  Requisitions 

In  the  smaller  bakery  requisitions  are  not  used  but  where 
ingredients  are  issued  according  to  each  product  the  requisitions 
are  summarized  at  the  end  of  the  week  in  two  ways:  (1)  under 
the  class  of  ingredient;  (2)  under  the  type  of  goods.  The  first 
form  is  for  stock  keeping  purposes  and  the  second  for  costing. 
For  stock  keeping  purposes,  a  stock  or  ingredients  ledger  is 
used  with  a  page  for  each  ingredient. 


Stock  or  Ingredients  Ledger 

This  ingredients  ledger  shows  the  ingredients  purchased, 
the  stock  at  the  end  of  the  week  and  what  has  been  used, 
stated  in  both  quantity  and  value. 

This  is  a  loose  leaf  ledger.  It  has  a  page  for  each 
ingredient.  There  is  a  separate  page  for  each  type  of  Flour, 
Sugar,  etc.  The  sheets  are  ruled  in  tabular  form  so  tha*t  only 
one  line  is  required  for  a  week's  entries.  Working  from  left  to 
right  we  start  with  the  stock  on  hand,  and  particulars  of  stock 
received.  The  details  of  stock  received  will  be  taken  from  the 
invoices  for  the  goods.  From  the  total  on  hand  the  stock  at 
the  end  of  the  week  is  deducted  and  the  balance  is  the  amount 
used  and  is  entered  in  the  last  column.  The  method  adopted  is 
somewhat  similar  to  that  used  in  writing  up  a  tabular  bread  or 
bakery  ledger. 

The  advantages  of  using  such  a  ledger  are  numerous: 

1 .  The  usage  of  each  ingredient  for  each  week  is  shown  one 
week  under  another.  Any  excessive  usage  can  be  seen 
at  once  and  possibly  located  by  examining  the  records 
of  say  the  goods  produced  for  which  caster  sugar  has 
been  used. 


2.  In  the  case  of  the  larger  concerns  which  may  use  stores 
requisitions,  the  actual  stock  can  be  checked  up  with  the 
stock  in  the  ingredients  ledger  and  any  leakage  will  be 


shown  up. 

3.  By  turning  up,  say,  the  caster  sugar  sheet,  the  date, 
price,  and  quantity  of  the  last  delivery  can  be  ascertained 
at  a  glance.  This  will  save  having  to  refer  to  an  invoice 
file  when  ordering  again. 

4.  The  total  usage  over  a  long  period  can  be  seen  at  a 
glance. 


The  pricing  of  the  issues  where  the  price  of  an  ingredient 
has  varied  is  usually  done  on  the  “  first  in  ”  “  first  out  basis. 


INGREDIENTS  LEDGER 


Planning  the  ingredients 
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Recipes 

The  recipes  used  in  a  business  may  have  a  very  close 
connection  with  the  value  of  the  goodwill. 

In  the  case  of  the  sale  of  the  business,  the  recipes  should  be 
handed  over  as  working  papers  if  the  purchaser  so  desires. 

Unfortunately,  the  records  of  recipes  are  often  in  a  most 
deplorable  state. 

Recipe  Book 

From  the  confectionery  production  schedule  the  output  can 
be  budgeted  for  in  a  general  way.  There  will  be  a  number  of 
alterations  as  the  weeks  go  by,  but  from  this  list  it  is  possible 
to  calculate  the  quantities  of  the  ingredients  required. 

The  Production  schedule  should  be  linked  up  with  the 
recipe  book. 


Standardisation  of  Weights 

Recipe  weights  should  be  standardised.  There  is  often  a 
looseness  in  description  of  the  ingredients  to  be  used  and  in  the 
directions  for  manufacture.  These  should  be  shown  on  the 

ledger  sheet  of  the  Recipe  book.  ,  „  , 

Lack  of  this  information  in  a  standardised  form  makes  the 
calculation  of  the  cost  of  the  ingredients  and  output  difficult. 
Flour  is  often  shown  in  lb.  units,  eggs  in  single  units,  milk  in 
pints  and  so  forth.  The  quantity  of  liquids  used  is  very  seldom 
stated.  In  some  cases  liquids  may  amount  to  a  considerable 
weight,  and  after  setting  out  the  main  ingredients,  the  finishing 
ingredients  are  casually  mentioned.  The  unit  recommended  is 
the  oz.  or  1  lb.  avoirdupois  throughout.  This  includes  liquids 

aS  Th^writere  have  found  that  the  most  convenient  way  to 
express  the  quantities  of  ingredients  is  in  ounces  One  very 
good  reason  is  that  for  the  cakes  and  other  Unes,  the  units,  or 
rakes  are  usually  made  in  ounces  or  multiples  of  an  ounce. 
The  recipe  page  shows  in  simple  form  the  quantities  of  the 

fr0Tt  is  O™ J!necessanrya?oV: esSblish  the  weight  per  cake  or 
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See  back  of  this  page  for  Cost  Calculations. 


18 


MODERN  MANAGEMENT  FOR  BAKERS  AND  CONFECTIONERS 


RECIPE  BOOK 

Cost  Calculations — Raspberry  Buns 


Production  8-75  lb.  weight  value  160d.  per  lb.  =  18-28d. 


Ingredients. 

Bakehouse  Wages 

Bakehouse  Expenses 

Total 

Cost 

68-3  Id. 
28-80d. 

16  00d. 

Cost 
per  lb. 
7-80d. 
3-31d. 

1  -8 1  d. 

Bakehouse  Cost 

113*1  Id. 

12-92d. 

Selling,  Wages  and  Ex¬ 
penses,  22-35%  of  160d. 

35-76d. 

4-08d. 

Total  Cost 
♦Profit  say  7% 

148-87d. 
11-1 3d. 

17-OOd. 

l-28d. 

160-OOd. 

18-28d. 

*N.B. — The  cost  of  ingredients  is  high,  42-69%  of 
160d.  This  accounts  for  the  difference,  7%  net  profit 
instead  of  average  of  1 5%  net  profit  on  selling  price. 


point  one  place  to  the  right  it  will  show  the  cost  per  cost  per  100. 
This  is  useful  for  percentage  purposes. 

The  selling  price  of  10  or  100  can  be  dealt  with  in  the  same 


way.  .  .  ... 

By  having  the  figures  in  this  form  it  is  easy  to  multiply  up 

the  value  of  the  goods  produced.  Say  there  were  765  Raspberry 
buns  made  in  the  week.  The  cost  of  the  ingredients  for  10  is 
known  Multiply  by  76,  the  result  is  the  cost  of  760  to  which 
add  the  cost  of  5  and  you  have  the  total  ingredient  cost  figure 

for  765  buns.  .  f  ,  . ,  , ,  .. 

A  similar  kind  of  calculation  can  be  made  with  regard  to  the 

output.  The  selling  price  of  10  articles  is  known  Multiply 
bv  76  and  add  1-  of  10  and  the  value  of  the  output  of  Raspberry 
buns  for  the  week  is  arrived  at.  In  this  way  the  margin  between 
ingredients  and  selling  value  for  each  line  made  can  be  readily 
worked  out.  The  confectioner  will  be  able  to  arrive  at  the 
approximate  gross  profit  he  has  made  for  the  week  (i.e  Total 
output  minus" total  cost  of  ingredients  used)  for  each  class  of 
article  The  total  amount  of  gross  profit  for  any  accounting 
period  can  also  be  found  by  such  calculations  and  compared 

WitFo^esomedyegar^Cafterntthe  World  War  II,  the  Government 
prescribed  the  ration  of  fat  and  sugar  content  for  conf«ct'?"eI^- 
Knits  were  so  arranged  that  the  reetpe  °r  formuh  d,d  not 
become  entirely  unbalanced  and  on  the  other  hand  u 
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prescribed  quantities  of  each.  A  list  of  the  most  common 
ingredients  with  their  sugar  and  fat  content  will  be  found  on 
page  51,  Appendix  “  I.” 

The  foregoing  recipe  for  Raspberry  Buns  is  an  extract  from 
a  well-known  technical  work  on  Cake  Making*  with  certain 
adjustments. 

It  will  be  noticed  that  the  weights  of  all  the  ingredients  are 
expressed  in  ounces.  The  total  weight  of  the  product  is  also 
shown  in  ounces. 

The  difference  between  the  total  weight  of  the  ingredients 
including  any  added  liquid  and  the  total  weight  of  the  batch 
of  cakes  is  the  loss  in  manufacture ,  including  evaporation. 

Careful  observation  from  time  to  time  will  ensure  that  the 
required  output  in  ounces  or  any  other  unit  is  obtained,  also 
that  the  correct  weights  of  ingredients  have  been  used  for  the 


mixing. 

It  should  be  understood  that  the  weights  and  prices  used  in 
the  example  given  of  “  Raspberry  Buns  ”  will  vary  from  time 
to  time  and  that  those  given  may  not  be  strictly  accurate  but 
are  sufficient  to  make  the  example  effective  as  an  illustration 
of  the  method  which  can  be  used  for  production  control 

Again  the  weight  of  10  units  of  If  oz.  is  17-5  oz  'if  240 
units  were  made  in  the  week,  the  total  weight  would  be 

the5fnta1X  2^ht  f20°u  , -Wlth  similar  information  available 
found  WClght  °f  ^  me  made  during  the  week  could  be 


This  total  output  weight  of  confectionery  divided  bv  1 6 

E“  ss  r1"  "f 

A  general  cost  of  production  ner  lb  nn  ti-w=»n  ^  j 

ou,  This  is  done  by  dPlviding  each'i.em  of  cos!  by  th^  dumber 

safcsr  4S5 

tionery  makin^divMed  by  lOOo’t'ifuiiftir3868  ^  C°nfeC' 
pound  (lb.)  of  product.  Y  ’  8  e  the  waSes  c°st  of  a 

Overheads  can  also  be  calculated  npr  lk  j 
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many  purposes  may  be  insufficient  information  in  a  large 
bakery. 

Costings  made  up  from  individual  recipes  and  the  actual 
wages  and  expenses  per  unit  would  be  more  useful.  See 
page  18. 


Streamlining  Ingredients 

It  has  been  found  by  experience  that  much  time  can  be 
saved  by  making  up  suitable  quantities  of  ingredients  at  a  time 
and  by  placing  them  in  the  order  of  usage  or  issue  from  store. 
Added  to  this,  by  the  ascertainment  of  the  best  methods  of 
using  the  machinery  available  or  by  the  use  of  a  few  extra 
mechanical  gadgets,  a  considerable  amount  of  time  can  be 
saved,  for  instance  an  electrical  piping  or  decorating  machine. 

This  matter,  however,  is  one  of  training  in  the  same  way 
as  the  actual  making  of  the  goods  is  purely  technical.  A 
small  amount  of  practical  advice  which  can  be  given  in  the 
matter  of  a  day  or  two  may  increase  production  considerably. 

The  advantages  of  the  introduction  of  bonus  schemes  will 
include  time  saving  methods  which  are  often  put  forward  by 
the  staff  themselves.  No  such  scheme  is  of  any  use  however, 
unless  it  is  introduced  and  carried  out  in  the  spirit  and  the 
letter  of  close  co-operation  between  the  management  and  the 

staff. 


CHAPTER  III 

MANAGEMENT  OF  LABOUR 

This  chapter  deals  mainly  with  problems  of  management  of 

labour  from  the  financial  point  of  view. 

The  confectionery  manager  will  be  well  acquainted  with 
the  nature  of  the  work  to  be  done  in  the  bakehouse,  how  it 
should  be  carried  out  and  will  know  generally  the  amount  of 
staff  required.  He  will  also  know  the  rates  of  wages  to  be  paid 
for  each  class  of  work,  payments  for  overtime,  night  work  and 
holidays  rn^d  so  forth  P  He  will,  in  addition,  be  acquainted 
with  the  intricacies  of  Pay  as  You  Earn  Income  Tax,  and  the 
Welfare  provisions  it  is  necessary  for  him  to  make  for  the 

convenience  of  those  working  for  him.  .  ,«  . 

Having  a  competent  staff,  the  main  problem  is  to  see  that  a 
rate  of  output  is  obtained  and  that  the  goods 
correspond  with  recipe  and  the  mixing  and  that  the  yield  is 
Equate  from  the  quantity  of  ingredients  sent  into  the 

bakWheUrever  possible  a  daily  Bakehouse  Order  should  be  made 
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out,  showing  the  quantities  of  each  line  of  goods  which  should 
be  made  for  the  day.  There  are  some  goods  which  are  made 
one  day  and  finished  the  next,  so  that  the  quantity  of  output  is 
likely  to  differ  from  the  bakehouse  order  in  certain  cases. 

In  some  cases  it  is  possible  to  use  the  Bakehouse  Order 
sheet  for  the  additional  purpose  of  recording  the  actual  output. 
This  is  entered  up  by  the  head  confectioner  as  the  work  is  com¬ 
pleted.  The  following  is  an  example  of  a  bakehouse  order: 


COMBINED  BAKEHOUSE  ORDER  AND 
PRODUCTION  SHEET 

. day . 195 . - 


Description  of 
Goods 


1  2 


Shops 

3 


FERMENTED  GOODS 

Buns 

Plain 

Currant 

Cream 

Swiss 

Chelsea 

Bath 

Sugar 


4 


Total  1 


Rounds 


4 


Total 

Order 


Total 

Made 


Doughnuts 

„  Cream 

Chunkies 
Fruit  Bread 
Bridge  Rolls 


AERATED  GOODS 

Gingerbread 
Scones 
Queen  Cakes 
Rice  Buns 

FANCIES 

Fancies 
Swiss  Roll 
Rose  Tarts 
Almond  Slices 
Tree  Biscuits 
Genoa  Fancies 
Eclairs 
Cream  Buns 
Jam  Tarts 


Valve 


CAKE 

Madeira 

etc. 


me07°which  ‘ ish2ld^TndaetafterofficeTnd'CMak^  °U‘  ‘ldai'y  list  of  recluire- 
(above)  showing  ,he  “.a^de^gSd^to  be' Sfade°"  fe„TS!aI  ShCCt 

pleted  the  confectionery  bakehouse  rmn-.oor  ^  niad®;  W*len  lhe  work  is  com- 
the  day  and  the  office  prices  each  item  at  vn?^i!erS-the  quantity  made  for 

-ca,  production,  say  £10$  “b! 
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Another  method  is  to  send  out  tickets  from  the  bakehouse 
with  each  batch  of  goods  made. 

In  either  case,  the  results  are  summarized  to  show  the  total 
quantity  made  and  selling  value  of  each  line  for  the  week,  and 
the  total  value  of  the  weeks  production. 

It  is  also  the  concern  of  the  management  to  see  that  the 
whole  of  the  production  as  listed  has  been  charged  out  to  the 
company’s  shops  or  to  individual  carmen  or  roundsmen  as  the 
case  may  be.  In  other  words,  to  make  sure  that  the  whole  of 
the  output  has  or  will  be  sold  and  paid  for.  This  will  also 
prove  the  amount  of  the  bakehouse  figures  of  production. 

The  next  general  matter  is  to  make  sure  that  the  ingredients 
used  have  produced  an  adequate  yield  from  a  mixing  for  any 
particular  line  and  then  from  all  lines  made  in  the  week.  It  is 
also  important  to  know  that  the  total  value  of  the  materials 
used  for  the  week  is  not  less  than  the  amount  required  to  cover 
the  various  confectionery  orders  which  have  been  made  by  the 
Government  namely  as  to  proportions  of  the  various  materials 
used  and  the  yield  to  be  expected  from  them. 

All  this  involves  a  certain  amount  of  clerical  work.  The 
bakery  results  should  be  checked  weekly. 

If  the  work  is  properly  organized  by  the  installation  of  a 
simple  system  of  working  in  the  first  place,  the  results  will  be 
obtained  almost  automatically  and  the  figures  can  be  considered 
at  a  weekly  meeting  of  the  management. 

It  is  possible  by  such  organization  to  very  materially 
increase  the  profits  as  it  helps  to  stop  leakages  and  to  ensure 
that  the  work  is  done  according  to  plan. 

Processes 

The  processes  of  confectionery  making  may  be  summarized 
thus: 

To  examine  the  bakehouse  order  and  to  pioceed  to 

Process  1.  Drawing  ingredients  from  store  and  weighing; 

Process  2.  Assembling  the  ingredients; 

Process  3.  Mixing; 

Process  4.  Moulding  or  cutting; 

Process  5.  Baking;  .  . 

Process  6.  Decorating  and  finishing. 

The  modern  tendency  in  a  number  of  trades  in  this  country, 
is  to  divide  the  manufacture  into  processes  and  to  work  out 

labour  rates  for  each  process.  , 

Where  it  is  proposed  to  plan  and  standardize  production 
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the  making  of  process  labour  rates  may  also  be  an  advantage 
in  the  flour  confectionery  industry.  It  has  already  been  done 
satisfactorily  by  the  manufacture  of  sugar  confectionery.* 
The  small  confectioner  should  be  alive  to  these  new  methods 
as  it  is  only  by  progress  that  the  small  business  can  increase  in 
size. 

There  are  a  number  of  methods  by  which  the  relation  of 
wages  to  the  volume  of  output  can  be  dealt  with.  These  are 
some  of  them: 

Method  1.  To  ascertain  and  record  from  week  to  week  the 
amount  of  wages  paid  for  each  £l’s  worth  of  confec¬ 
tionery  produced  and  consider  the  results. 

Method  2.  To  record  the  number  of  units  made  of  each 
type  of  goods  per  man  hour  occupied. 

Method  3.  Work  out  the  labour  cost  per  1  lb.,  10  lb.,  or 
100  lb.  of  each  product  or  in  the  case  of  a  very  small 
bakery  the  number  of  lbs.  of  product  in  total  for  the 
week. 

Method  4.  The  labour  cost  of  each  process  which  added 
together  gives  the  total  labour  cost  of  the  article  or 
batch. 


The  results  will  be  found  most  interesting  and  instructive.  It 
also  often  leads  to  further  investigation. 

As  to  which  method  is  suitable  in  any  particular  bakery  is 
a  matter  on  which  advice  should  be  sought.  Local  conditions 
vary  to  a  considerable  extent. 

To  quote  a  statement  attributed  to  the  late  Henry  Ford 

foimdtor  car  fame’ the  best  way  of  doing  a  thing  has  yQt  to 

Manufacturers  generally,  in  this  country,  have  realized  for 
some  years  that  the  output  per  man  is  lower  than  it  used  to  be. 
his  is  not  so  marked  in  the  baking  trade  but  even  here  the 

d'°PI>'d  wl“  wm, 

•^rarmssK  z  aarsts 
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sheltered  trades  ot  the  country.  This  is  often  not  sufficiently 
recognized  by  bakers. 

Any  restriction  on  the  availability  of  supplies  of  ingredients 
also  reduces  output. 

It  is  necessary,  however,  to  look  to  the  future  when  restric¬ 
tions  will  be  less  and  when  only  improved  efficiency  will  enable 
the  confectioner  to  meet  growing  competition.  Therefore  it  is 
advisable  to  take  counsel  with  those  who  are  acquainted  with 
methods  for  improving  production  and  with  those  who  actually 
carry  out  the  operations  of  manufacture.  The  other  operations 
namely,  those  of  selling  and  distribution  will  be  considered  in  a 
later  chapter  but  they  also  require  much  attention. 

Incentives 

The  conditions  in  bakeries  vary  very  considerably.  In 
some  cases  long  hours  are  being  worked  which  increases  the 
pay  packet  but  imposes  an  undue  strain  on  the  worker. 
Naturally,  he  does  not  want  a  reduction  in  his  wages. 

In  other  cases  no  overtime  is  being  worked,  but  the  rate  of 
output  is  insufficient.  Both  these  situations  cause  excessive 
cost  to  the  business. 

In  the  first  case  it  may  be  a  sufficient  incentive  for  the 
operative  to  be  instructed,  how  his  work  can  be  reduced  and  at 
the  same  time  he  can  retain  his  wages.  This  is  often  done  by 
means  of  a  bonus  scheme.  If  the  work  can  be  done  in  normal 
time  it  leaves  it  open  for  additional  work  and  additional  wages, 
if  desired  by  both  the  employer  and  the  employed. 

In  the  second  case,  possibly  by  simplifying  the  work.  In 
very  many  cases  this  can  be  done  and  also  by  a  monetary 
inducement,  better  results  could  be  obtained  to  the  benefit  of 
all  concerned. 

The  installation  of  such  schemes  should  not  be  undertaken 
without  a  full  study  of  the  facts  by  those  who  are  well  acquainted 
with  such  work.  An  ill-considered  scheme  is  worse  than  no 
scheme  at  all.  When  once  established,  the  standards  set  up 
should  be  irrevocable,  unless  by  consent  of  both  parties  to  the 

contract.  .  , 

There  are  other  incentive  methods  including  plain  piece 
work,  although  this  is  always  more  applicable  to  a  job  where 
the  first  processes  have  already  taken  place  and  the  article  has 
begun  to  assume  shape  as  a  separate  entity. 

Again  there  are  also  certain  schemes  which  cover  the 
production  as  a  whole.  The  increase  in  production  is  calculated 
and  a  considerable  part  of  the  net  increase  is  distributed 
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amongst  the  workers,  say,  quarterly,  half  yearly,  or  yearly. 
A  provision  is  made  for  reserves,  seasonal  fluctuations  in  ttade 

and  other  contingencies. 

In  these  days  it  is  necessary  that  the  “  flow  of  production 
should  be  arranged  so  that  a  minimum  of  “  hold  up  ”  occurs 
between  processes. 


Management  of  Labour  by  Incentives 

The  following  is  an  extract  from  a  report  by  Mr.  Geo.  Kirk, 
an  experienced  Production  Engineer : 

Many  volumes  have  been  written  on  the  subject  of  incentives 
for  most  industries  but  few  of  these  have  been  of  real  assistance 
to  Bakers  and  Confectioners,  principally  because  the  pro¬ 
fessional  bodies  who  make  an  intensive  study  of  all  aspects  of 
incentives  have,  up  to  now,  only  concerned  themselves  with  the 
large  establishments  whose  production  is  of  such  a  size  that 
it  is  easy  to  organize  for  “  one  operative,  one  job.”  Under  these 
circumstances  it  is  simplicity  itself  to  adjust  methods,  plan  for 
maximum  production  and  fix  piece-work  rates  to  ensure  that 
each  operative  is  “  going  all  out  ”  for  a  fixed  number  of  working 
hours. 

While  this  is  extremely  valuable  to  Bakeries  where  the 
output  is  in  hundreds  of  sacks  per  week  and  a  large  amount  of 
confectionery,  the  methods  and  systems  used  in  such  places  are 
of  little  assistance  to  the  majority  of  Bakers  whose  total  output 
is  much  lower.  Far  from  having  “  one  operative  for  one  job,” 
most  of  these  concerns  have  to  employ  labour  of  a  higher 
degree  of  skill  who  can  perform  and  complete  the  whole  of  the 
processes  of  manufacture  from  the  mixing  to  the  final  finishing. 
Planning  of  production  is  usually  on  a  day  to  day  basis, 
dependent  on  the  reports  of  the  shops  and  rounds  each  day! 
Further,  working  hours  are  often  long  and  arduous  and  in 
many  bakeries  the  loss  of  efficiency  due  to  fatigue  caused  by 
long  hours  can  reduce  the  profits  to  an  alarming  degree. 

The  object  of  this  section  is  to  suggest  incentives  to  the 
smaller  man  which  will  be  equally  attractive  to  owners  and 
operatives  and  which  are  the  result  of  many  years  of  study  and 
experience  in  this  and  similar  problems.  Y 

alreaHvawe  as.sTed  tBat  Baker  whom  we  wish  to  help, 
already  has  a  staff  capable  of  carrying  out  the  work  and  such 

operatives  can  usually  be  divided  into  two  main  classes  First 

meoreamonheev0aPndaH  "  Wh°  *  ^  -rn  a  mtt 

hours  konlvfnrOh  aPParent  willingness  to  put  in  the  long 
y  ie  purpose  of  keeping  his  monetary  standards 


26  MODERN  MANAGEMENT  FOR  BAKERS  AND  CONFECTIONERS 

up  to  the  level  which  he  has  attained.  Secondly,  due  to  the 
incidence  of  P.A.Y.E.  we  have  the  operative  who  is  not  willing 
to  earn  more  money  but  the  possibility  of  earning  the  same 
money  for  a  reduced  number  of  working  hours,  has  equal 
appeal. 

The  schemes  detailed  below  are  attractive  to  either  type  of 
operative  and  whichever  line  is  followed,  the  Baker  is  rewarded 
in  both  cases  by  increase  in  output  per  hour  worked. 


Scheme  1 


This  scheme  can  be  strongly  recommended  for  the  smaller 
bakehouse  where  each  operative  carries  through  all  operations 
but  it  should  be  noted  that  the  figures  given  cannot  be 
universally  applied  as  each  bakehouse  differs  in  many  respects 
and  each  should  be  separately  studied  by  a  competent  and 
qualified  Work  Study  Engineer  to  ensure  that  due  allowance  is 
made  for  the  varying  condition.  The  figures  quoted  were  used 
for  small  bakehouses  in  a  country  district  doing  a  good  trade  in 
smalls. 

A  comprehensive  study  is  taken  of  working  conditions  for 
several  days  and  from  the  data  gained  “  Bonus  Times  ”  are 
fixed  for  each  class  of  goods  in  that  particular  bakehouse^  In 
some  cases  it  may  be  necessary  to  fix  “  Bonus  Times  ”  on 
separate  operations  particularly  where  the  complete  manu¬ 
facture  of  certain  goods  has  to  be  carried  over  from  one  day  to 


the  next.  „  ,  , 

These  “  Bonus  Times  ”  are  made  up  from,  the  assumed 

time  in  which  a  good  normal  operative  would  take  to  do  the 
work,  plus  a  percentage  allowance  for  bonus  varying  from 
\2b  per  cent  to  25  per  cent  according  to  the  wishes  of  the 
management  or  owner,  plus  a  small  allowance  for  fatigue,  etc. 
The  “  Bonus  Times  ”  can  be  calculated  as  “  per  dozen  or 
“  per  10  ”  or  “  per  unit  ”  whichever  best  suits  the  clerical 

labour  available.  .  .  ,  u 

At  the  end  of  each  week,  the  quantities  made  by  the 

operative  are  multiplied  by  the  “  Bonus  Times  ”  applicable  and 
this  will  give,  say,  a  total  of  X  hours.  If  the  operative  has 
worked  Y  hours,  the  excess  of  X  hours  over  Y  hours  is  bonus 
and  is  paid  as  an  extra  at  the  operative’s  fiat  rate.  Care  should 
be  taken  to  ensure  that  supplementary  duties  such  as^stoking 
fires,  washing  down,  etc.,  are  allowed  for  not  as  Bonus 
Times  ”  but  at  the  actual  time  taken.  Thus  any  bonus  pre¬ 
viously  earned  by  the  operative  is  not  penalized  by  these  extra 

but  necessary  duties. 
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The  following  is  an  example  of  the  working  of  this  type  of 
scheme  on  a  day  in  which  the  operative  was  under  full  observa¬ 
tion  by  one  of  our  Work  Study  Engineers: 


“  Bonus  Times  ” 

Total  Time 

Work  Produced 

allowed 

allowed 

Hrs. 

Mins. 

300  Swiss  Tarts 

6-3  Mins,  per  10 

3 

9 

40  Swiss  Rolls 

50- 

„  „  10 

3 

20 

36  Dough  Rolls 

2-3 

„  „  10 

8 

57  Rock  Cakes 

2-3 

„  „  10 

13 

384  Doughnuts 

4-9 

„  „  10 

3 

9 

72  Buns 

3-1 

„  „  10 

23 

50  Shortbreads 

15.1 

„  „  10 

1 

16 

Attention  to  Fires  (Actual) 

30 

Washing  Down  (Actual) 

20 

12 

28 

Hours  worked  by  operative 

•  . 

..  11 

15 

Bonus  earned  by  operative  . . 

1 

13 

The  saleable  value  of  the  goods  produced  was  £1 1  4s.  3d. 


and  the  operative’s  wages  for  that  day  would  be  as  follows : 

...  .  £  s.  d. 

Ilf  hours  at  2/2  per  hour . 1  4  4£ 

Overtime  allowance  . .  . .  . .  . .  0  3  3 

Bonus — If  hours  at  2/2  per  hour  ..  ..  ..  0  2  84 

Total  earnings  for  day’s  work . £1  IQs.  4d. 


In  earlier  observations  our  Work  Study  Engineer  had 
assessed  this  particular  operative  at  an  efficiency  rating  of 
87  per  cent  and  the  above  shows  that  some  of  his  reserves  were 
being  pulled  out  by  the  attraction  of  the  incentive  of  bonus. 
Later,  the  same  operative  produced  the  same  value  of  goods  in 

a  normal  day  thus  saving  his  employer  the  increased  overheads 
caused  by  overtime. 


Scheme  2 

menTtwhicheC  ‘°  SUit  the  medium  sized  establish¬ 

ed  withcah  x&rs°rts: 

s »„£  far  r?"  -™" 
SSSSSSS  “  ““  “ «-» 
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In  this  scheme,  instead  of  “  bonus  Times  ”  we  take  “  actual 
Times  ”  and  in  the  same  way  these  are  assessed  and  fixed  by  a 
trained  Work  Study  Engineer.  In  effect,  they  are  the  actual 
times  in  which  he  would  expect  a  good  average  operative  to 
perform  the  tasks  under  observation.  In  a  like  manner,  these 
are  totalled  each  week  end  and  where  these  totals  or  “  Credits  ” 
are  equal  to  the  number  of  hours  worked,  the  operative  can  be 
said  to  be  100  per  cent  efficient.  At  this  rating,  a  bonus  of 
1 5  per  cent  is  payable.  Then  we  have  the  top  class  and  speedy 
operative  whom  we  wish  to  encourage  to  the  limit  and  we 
attract  him  as  follows: 

Supposing  at  the  end  of  the  week  his  total  “  Credits  ”  were 
65  hours  for  55  hours  worked,  his  efficiency  would  be: 

65 

—  x  100  =  118% 

55 

For  attaining  the  100  per  cent  efficiency  we  already  pay  him 
15  per  cent  bonus  but  for  the  extra  18  per  cent  we  pay  him  at 
the  rate  of  1  -3  per  cent  above  the  100  per  cent.  Thus  in  this  case 
his  bonus  due  would  be  calculated  as  follows: 

At  100%  15-0% 

18  x  1-3  23-4% 


38-4% 


This  would  of  course,  be  an  exceptionally  good  operative 
but  in  actual  practice  it  has  been  proved  that  this  scheme  does 
encourage  the  best  men  to  really  “  Have  a  go  with  consequent 
profit  to  themselves  and  the  owners  in  greater  proportion. 

The  method  of  calculation  shown  above  may  seem  a  little 
complicated  but  charts  for  this  type  of  calculation  are  available 

which  simplify  the  work  involved. 

In  conclusion,  we  strongly  advise  that  operatives  should  be 
given  a  full  knowledge  of  all  the  working  details.  It  should  be 
impressed  on  them  that  the  owners  desire  to  be  absolutely  fair  in 
every  particular  and  that  it  is  in  the  joint  interest  of  all  concerned 
that  any  scheme  should  succeed.  Maximum  co-operation  is 
invariably  given  when  the  operatives  teel  that  they  are  really 
participating  financially  in  the  profits  and  in  the  success  of  the 

business. 

Performance  Record  Card 

A  useful  form  for  recording  the  performance  of  an  operation 
will  be  found  in  Appendix  No.  3. 


CHAPTER  IV 

THE  MANAGEMENT  OF  CONFECTIONERY 

COSTS 


Definition  of  Costing 

Costing  or  cost  finding  may  be  defined  as  ascertaining,  by 
calculation,  the  amount  of  outlay  involved  in  producing  and 
selling  an  article.  It  has  been  described  in  the  past  as  the 
keeping  of  an  account  with  oneself  of  what  one  does  or  buys 
or  sells. 

Most  of  the  records  from  which  costs  are  built  up,  are 
already  in  existence,  namely  the  facts  and  figures  contained  in 
the  account  books  of  the  business,  such  as  the  amount  of 
ingredients  bought,  the  wages  paid  for  making  the  products  and 
the  expenses  incurred  in  making  and  selling. 

A  modern  system  of  accounting  will  have  these  details 
recorded  in  such  a  way  that  they  are  readily  available  for 
costing  purposes  as  well  as  for  their  original  use  namely  for 
producing  a  Balance  Sheet  and  a  Profit  and  Loss  Account  at  the 
end  of  any  accounting  period. 

The  additional  facts  required  for  costing  purposes  include 
the  bakehouse  records  of  output  per  day  and  per  week,  showing 
the  selling  value  of  each  product  and  the  quantity  of  each 
made,  also  a  regular  weekly  stock  taking  of  unused  ingredients 
and  finished  goods.  This  is  necessary  so  that  the  quantity 
and  cost  of  each  ingredient  used,  can  be  found  and  the  value 
of  unsold  cake  (if  any)  can  be  taken  into  account. 


Price  fixing 

In  the  past  the  price  of  a  cake  or  pastry  has  often  been 
determined  without  having  due  regard  to  the  full  facts  of  the 
case.  The  full  facts  comprise  a  knowledge  of  the  total  cost  of 
(1)  the  recipe,  allowing  for  waste  in  manufacture  and  any 
deviation  from  specification;  (2)  the  actual  wages  paid  for 
makmg  the ^nide  (or  mixing);  and  (3)  the  expense  of  making 
and  selling  it,  known  as  the  overheads  of  the  business 

The  method  adopted  by  the  trade  for  years  past  has  been 

an-"  est!Eate  ”  of  the  cost  of  the  ingredients  to  be 
used  in  a  mixing.  The  price  to  be  charged  for  the  goods  was 
then  calculated  by  doubling  the  cost  of  the  mixing.  The 
resulting  figure  divided  by  the  number  of  units  of  product  gave 
the  price  to  be  charged  for  each.  S 
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Ingredients  in  those  days  represented  about  50  per  cent  of 
the  price  for  the  article.  This  calculation  was  called  costing, 
but  was  only  a  partial  consideration  of  the  facts  involved  in 
compiling  a  cost. 

Owing  to  rises  in  wages  and  overheads  which  took  place 
during  and  since  the  1939-45  War,  owners  of  confectionery 
businesses  became  uneasy  owing  to  losses  and  asked  for 
higher  prices  for  their  goods.  Eventually,  Orders  in  Council 
were  made  to  the  general  effect,  that  ingredients  should  not 
cost  less  than  33£  per  cent  of  the  price  to  be  charged,  instead  of 
the  50  per  cent  hitherto  used.  There  were  many  other  factors 
in  the  case  but  the  foregoing  will  serve  as  an  illustration  of  the 
crude  methods  used  for  many  years,  to  arrive  at  the  price  of 
cakes  to  be  charged  to  the  customer. 

What  should  have  been  done,  was  to  produce  proper  costs 
for  confectionery  such  as  those  which  have  been  produced  to 
the  Government  in  the  case  of  bread  for  the  last  few  years. 
Had  this  been  done  such  increases  as  there  may  be  in  confec¬ 
tionery  ingredients,  wages  and  expenses  would  have  been  more 
clearly  seen,  and  proper  representations  could  have  been  made 
to  the  Government  for  the  necessary  increase  in  prices. 

It  is  anticipated  that  still  further  increases  in  prices  will  be 
necessary  in  the  near  future,  unless  there  is  an  increase  in 
production  or  a  reduction  in  expenses  and  there  are  few  signs  of 
this  at  the  present  time. 

Estimates 

At  an  early  stage  a  clear  distinction  should  be  made  between 
so  called  “  costs  ”  which  are  nothing  more  than  “  Estimates  ” 
and  what  are  known  as  actual  “  Costs.”  Estimates  can  only 
form  a  general  guide.  For  instance,  a  calculation  of  what  the 
cost  is  likely  to  be  is  an  estimate.  A  Cost  is  the  value  of  the 
ingredients  which  have  been  used  in  actual  production.  The 
cost  of  ingredients  is  the  cost  as  they  are  drawn  from  store  for 
the  purpose  of  manufacture.  This  quantity  may  be  quite 
different  from  the  “  estimate  ”  of  ingredient  cost  as  originally 
calculated  beforehand. 

Size  of  Business  and  its  Costs 

The  size  of  the  business  will  determine  to  some  extent,  the 
amount  of  detailed  costing  that  can  be  done.  For  instance,  in 
a  large  concern,  the  manufacture  and  therefore  costs  may  be 
divided  into  processes  or  departments.  The  drawing  of  the 
ingredients  from  store  and  the  mixing  might  be  one  department, 
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another  could  be,  the  moulding,  another  the  baking,  and 
another  the  finishing.  It  may  be  possible  to  fix  wages  rates  for 
each  process  or  for  each  class  of  product.  The  largest  variations 
will  probably  be  found  in  the  finishing  department.  In  the 
larger  concern  the  ingredients  may  be  weighed  out  for  each 
mixing  and  when  it  comes  to  flavouring,  so  many  “  drops  ” 
may  be  prescribed  rather  than  a  dash  of  this  or  that  essence. 
The  advantage  of  regularity  in  every  branch  of  the  manufacture 
and  the  finished  product  cannot  be  overestimated. 

The  institution  of  such  a  system  should  be  done  by  experts 
on  production  statistics  or  others  well  skilled  in  the  work  if  the 
full  advantage  of  really  good  organization  is  to  be  obtained. 

In  the  case  of  a  small  business,  doing  say,  £50  to  £100  worth 
of  confectionery  a  week,  it  is  sufficient  to  keep  strict  “  recipe  ” 
costs  or  estimates  of  ingredients  for  each  line  or  product  and 
to  prepare  only  a  General  Weekly  Confectionery  Cost  showing 
the  Production  of  Confectionery  as  a  whole  and  a  Total  Cost 
of  Confectionery  made  for  the  week.  The  manufacturing  wages 
will  be  shown  in  total  and  there  will  be  a  total  predetermined 
amount  for  overheads  which  added  to  ingredients  and  wages 
make  up  the  total  cost. 

A  general  system  is  suitable  both  for  a  small  business  and 
it  may  also  be  used  by  the  larger  business.  This  system  is 
explained  below. 


Main  Headings  of  Cost 

From  the  particulars  given  in  the  foregoing  paragraphs  it 
will  be  observed  that  costs  can  be  classified  under  three  main 
headings,  viz. :  Materials  (Ingredients),  Wages  and  Expenses — 
In  Flour  Confectionery  these  can  be  described  as: 

1.  Ingredients. 


2.  Bakehouse  or  Manufacturing  Wages. 

3.  Expenses  or  Overheads. 


In  a  mixed  business  these  items  will  be  divided  between  bread 
and  confectionery,  namely: 

Bread  (ingredients,  wages  and  expenses); 

Confectionery  (ingredients,  wages  and  expenses) 

A.S  we  are  only  concerned  with  Confectionery  the  following 
main  headings  may  be  established.  y  tollowing 

1.  Confectionery  ingredients  used. 

2.  Confectioners’  wages. 

3.  Confectionery  overheads. 
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If  instead  of  having  one  total  for  ingredients  used  more 
detail  is  required  to  be  shown,  Ingredients  used  could  appear 
in  the  cost  statement  as  follows: 


Ingredients  used 

Quantity 


Value 


Flour 

. lbs. 

@ 

£ 

Sugars 

. lbs. 

@ 

£ 

Fats 

. lbs. 

@ 

£ 

Eggs  . .  . 

. lbs. 

@ 

£ 

etc. 

Total 

lb. 

£35  Value 

For  a  statement  of  total  cost  see  the  illustration  on  page  40, 
where  the  figure  of  £35  shown  above  is  included. 

Ingredients  Ledger  (see  page  14). 

The  quantities  and  values  of  the  ingredients  used  are  taken 
from  the  Ingredients  Ledger. 

Wages 

The  most  important  wages  from  the  manufacturing  angle 
are  the  wages  paid  to  the  confectioners  employed. 

In  the  larger  bakery  it  should  be  the  aim  of  costing  to 
charge  the  Confectioners’  Wages  in  as  direct  a  manner  as 
possible,  to  the  actual  article  or  class  of  articles  made.  Only 
the  time  for  the  actual  work  done  on  any  particular  line  of  goods 
should  be  charged  to  those  goods.  As  these  particular  wages 
are  for  actually  producing  the  goods,  they  are  often  described 
as  productive  wages  to  distinguish  them  from  other  wages  such 
as  the  general  wages  paid  for  storekeeping,  cleaning,  etc.,  and 
from  the  selling  wages  such  as  those  paid  to  the  shop  staff 
and  for  delivery.  These  definitions  of  wages  have  been  clearly 
set  out  in  “  Costing  Terminology  ”  (see  Appendix  No.  4,  page 
78).  The  establishment  of  a  standard  terminology  is  important. 
Wages  in  a  Confectioners’  business  may  be  summarized  as 

follows: 

1.  Bakehouse  or  Confectioners’  Wages. 

2.  Selling  Wages:  (a)  Shop;  (b)  Delivery. 

3.  General  labour. 

4.  Administrative  Salaries  and  Wages. 

Tterns  3  and  4  will  be  found  under  the  third  main  heading  of 
cost,  namely,  the  “  Overheads.” 
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Wages  Book 

The  wages  book  should  be  summarized  to  show  each  week 
the  wages  classified  under  the  four  headings  shown  above. 


TOTAL  WAGES  FOR  THE  WEEK 


“A” 

Manufacture 

“  B  ” 
Selling 

“  C  ” 

(1)  Productive  Wages 

Productive 

Wages 

(1) 

Shop 

Wages 

Delivery 

Wages 

Overheads 

(2a)  Shop  Wages 

— 

2(a) 

— 

— 

(2b)  Delivery  Wages 

— 

— 

2(b) 

— 

(3)  General  Wages 

(4)  Administrative  salaries 

— 

— 

— 

(3) 

and  wages 

Totals  of  “  A,”  “  B  ”  and 
“  C  ”  carried  to  General 

(4) 

Cost  statement  on  p.  40  £18  £8  £5  £ 


The  totals  of  the  first  three  columns,  Productive,  Shop  and 
Delivery  wages  are  entered  direct  on  to  the  General  Cost 
Statement.  The  figures  in  the  last  column  are  not  shown  in 
the  cost  statement  separately  but  will  be  found  under  the 
Schedule  of  Overheads  (see  page  37).  In  that  statement  a 
fixed  amount  is  entered  at  the  time  the  Budget  statement  of 
overheads  is  made  up.  In  other  words  an  estimated  weekly 
figure  is  used  for  Administrative  and  General  Salaries  and 
Wages  instead  of  the  actual  amount  paid  each  week  or  month. 


Productive  Wages 

Some  of  the  methods  by  which  the  productive  wages  can  be 
C  Proc|uc^s  have  already  been  explained, 

ch.  1HK  possible  a  summary  of  the  productive  wages 

SIofp?odUactv.:howlng  the  ,ime  spent  in  produci"8 

Number  Minutes  .  Rate 

Buns  (Plain)  ..  Produ“d  Val“  Per  hour 

Buns  (bath) 
etc. 
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It  is  surprising  what  a  large  percentage  of  the  wages  is 
covered  by  these  extraneous  matters.  The  full  details  of  these 
losses  can  only  be  discovered  by  an  investigation  by  those  in 
charge  or  by  specialists  employed  for  the  purpose. 

An  investigation  ol  this  kind  is  most  important,  particularly 
when  it  is  proposed  to  install  an  incentive  scheme  or  a  basic 
scheme  with  a  bonus  on  output. 

By  investigations  already  made  it  has  been  proved,  without 
doubt,  that  such  incentive  schemes  are  a  success  and  can 
be  installed  in  the  bakery  trade  by  general  consent. 

At  one  time  the  engineering  industry,  particularly  in  the 
small  works,  was  in  a  similar  difficulty  to  that  in  which  the 
bakery  trade  finds  itself  to-day.  That  is  to  say  no  proper 
records  were  kept  of  the  time  used  on  individual  jobs.  Constant 
increases  in  wages  at  last  drove  the  engineers  to  take  more  care 
in  calculating  the  time  occupied  in  making  their  products,  so 
that  now  the  smallest  engineering  works  has  a  record  of  the 
actual  time  taken  on  the  work  and  this  is  charged  to  the  job — 
or  department. 

Wages  in  the  bakery  trade  are  rapidly  becoming  cost  item 
number  one,  thereby  ousting  Ingredients  from  the  premier 
position  held  by  them  for  so  long. 

Confectioners  should  therefore  use  their  labour  in  an 
equally  careful  manner  so  as  to  enable  them  to  get  real  value 
for  the  money  paid.  For  many  years  past  workmanship 
as  well  as  the  ingredients  used  have  deteriorated.  Now  is  the 
time  to  search  for  the  better  ingredients  and  to  see  that  the 
output  is  more  satisfactory.  This  is  what  is  known  as  man¬ 
agement.  The  management  should  see  at  the  same  time  that 
staff  are  equally  well  treated. 

There  is  no  reason  whatever,  why  such  methods  should 
cause  a  lessening  in  the  pay  packet.  On  the  contrary,  provided 
that  the  business  is  properly  organized  there  should  be  increases 
in  profits  for  the  employer  as  well  as  more  wages  for  the 
worker. 

The  measure  of  a  successful  reorganization  can  be  seen  by 
the  proportion  that  wages  bear  to  output.  This  information 
will  be  clearly  seen  in  the  weekly  Cost  Statement. 


CHAPTER  V 


OVERHEADS  COSTING 

The  overheads  or  overhead  expenses  in  confectionery  manu¬ 
facture  and  sale  are  very  similar  to  those  in  a  bread  bakery 
and  where  both  kinds  of  business  are  carried  on,  it  is  necessary 
to  separate  the  expenses  of  the  two  sections.  The  methods  of 
separating  the  various  expenses  is  mentioned  on  page  39. 

Uniform  Classification 

It  is  very  desirable  that  the  classification  of  the  overheads 
in  bakeries  should  be  uniform.  Where  a  uniform  method  of 
classification  is  adopted,  a  comparison  of  the  results  of  one 
bakery  with  another  is  very  much  simplified.  Not  only  can  a 
confectioner  compare  his  figures  with  some  other  confectioner 
but  if  he  owns  several  bakeries  the  results  of  each  of  these  can 
be  readily  compared.  Furthermore,  a  stronger  case  can  be 
made  out  if  the  figures  supplied  to  a  Government  are  set  out  in 
a  uniform  manner. 


Schedule  of  Overheads 

In  the  first  place,  the  most  authoritative  source  from  which 
to  collect  information  about  overheads  is  the  confectioner’s 
own  audited  Accounts  for  the  last  year.  From  the  figures 
shown  m  these  Accounts,  a  schedule  of  overheads  can  be 
compiled  in  the  standard  form. 

I"  addition  to  these  figures  there  are  certain  others  used  in 
calculating  the  overheads  which  will  not  in  the  ordinary  way 

UieseT Vnq  !  T  5?nfecti°^rs’  Accounts.  The  first  of 
these  is  a  Salary  for  Management  by  the  Proprietor  and 

secondly,  an  allowance  for  Waste,  Siales,  and  Bad  Deb?s 
JoncernamOUn  ‘°  SeVera'  P°UndS  3  Week  even  in  a  small 
In  the  case  of  the  larger  concern  there  will  be  one  or  mnr<* 

SceXn  r wTole^o/ «LbpSrofit  ^  *2  this  ca"  ^ 
outsidtry  Sh°U,d  be  SUCh  aS  WOU,d  be  Paidato:  maaSnaagear 

Standard  Form  of  Overheads 

which  is  appSle°to  a ^business  of  an  f°I  u  °f  overheads 

years’  experience  °f  any  s,2e  and  ba*ed  on  many 
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The  grouping  of  the  overheads  is  largely  in  accordance 
with  the  purpose  for  which  the  expense  is  incurred.  These 
groups  are  marked  “  A,”  “  B,”  “  C,”  “  D,”  etc.  It  will  be 
clear  that  group  “  A  ”  belongs  directly  to  manufacture.  All 
the  expenses  of  the  premises  are  shown  under  “  B.”  The  next 
group  “  C  ”  covers  Direct  selling  expenses  and  so  forth. 

The  method  adopted  in  completing  the  standard  form  is 
first  to  refer  to  the  previous  year’s  Trading  and  Profit  and  Loss 
Accounts.  It  will  be  observed  that  certain  figures  have  been 
shown  by  way  of  illustration  on  the  schedule.  These  figures 
are  entirely  fictitious.  They  are  assumed  to  refer  to  a  confec¬ 
tionery  bakery,  having  an  output  of  say,  £100  worth  of  con¬ 
fectionery  a  week,  the  figures  from  the  previous  years  accounts 
subject  to  such  adjustment  as  are  necessary  will  serve  to  convert 
them  in  to  a  budget  for  the  current  year.  This  budget  is  used 
as  a  basis  for  the  current  years  overheads. 

It  will  be  observed  that  in  the  Overheads  Schedule  shillings 
and  pence  are  expressed  as  decimals  of  a  pound.  The  use  of 
decimals  is  of  considerable  assistance  when  dealing  with  costs. 
They  can  be  usefully  employed  in  calculations  requiring 
Multiplication,  Division,  and  Percentages  results  and  save  a 
considerable  amount  of  work. 

As  the  example  shows  production  has  amounted  to  £100, 
this  figure  automatically  gives  us  percentages  thus  affording  a 

further  check  on  the  figures.  , 

In  fact,  costs  expressed  as  percentages  are  very  useful  in 
many  ways.  It  should  be  borne  in  mind  however,  that  when 
estimating  prices  for  contracts  some  overheads  are  what  are 
known  as  “  Fixed  ”  and  others  “  Variable  ”  or  “  Fluctuating.” 
The  meaning  of  these  terms  and  the  use  of  them  is  as  follows: 


Fixed  and  Variable  Overheads 

Fixed  overheads  remain  the  same  or  approximately  the 
same  whether  the  output  increases  or  decreases.  Such  items 
include  rent,  rates,  salaries,  etc.  Variable  overheads  vary  more 
or  less  according  to  the  amount  of  output.  With  more  baking 
being  done  more  fuel  is  consumed.  If  more  miles  are  travelled 
bv  the  firm’s  vans,  more  petrol  is  used.  It  therefore  follows 
that  with  an  increased  production  and  the  fixed  °',erhe?'ds 
remaining  the  same,  there  should  be  an  increased  profit  on  that 
part  of  the  production  which  is  additional. 


OVERHEADS  COSTING 
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y  CONFECTIONERY  BAKERY 


STANDARD  SCHEDULE  OF  OVERHEADS 

(1  week) 


“  A  ”  Manufacturing  Expenses 

Fuel  and  Power . 

Repairs  and  Renewals  to  Plant 


£  £ 
1-75 
•75 

-  2-50 


“B”  Premises  Expenses 
Rent 
Rates 
Water 

Repairs  to  Premises 
Lighting  and  Heating 
Insurance — Premises  (Fire) 

-  4-25 

“  C  ”  Direct  Distribution  and  Selling  Expenses 

Boxes,  Cartons,  Bags  and  Paper  . .  2-00 

Motor  Running  Expenses  . .  . .  2-00 

-  400 

“  D  ”  General  Expenses 
Insurances 

Telephone  . 

Books,  Stationery  and  Printing 
Sundry  Trade  Expenses 
Repairs  and  Renewal  to  Shop  Fixtures 
and  Fittings 
Holiday  Pay 

General  Wages,  Cleaning,  etc. 

-  4-50 

“  E  ”  Administrative  Expenses 

Directors’  and  Managers’  Salaries 
Office  Salaries  and  Wages  . .  ]  ] 

-  600 

“  F  ”  Depreciation 

Fixed  Plant  and  Machinery 

Loose  Plant  and  Miscellaneous  Articles 

Motor  Vans 

Shop  Fixtures  and  Fittings  1 

-  100 

“  G  ”  Waste  Allowances  and  Bad  Debts  . .  ,.cn 


Total  Overheads  for  week  £23-75 


Total  carried  to  page  39  for  division  of  the  overheads. 
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The  foregoing  figures  represent  l/52nd  part  of  the  Trading 
and  Profit  and  Loss  Account  figures  for  the  preceding  year,  plus 
the  adjustments  previously  referred  to,  in  respect  of  manage¬ 
ment  salaries  and  so  forth. 

Budget 

These  figures  might  be  used  for  costing  purposes  for  the 
whole  of  the  current  year  but  there  may  be  certain  alterations 
which  it  is  known  will  take  place,  such  as  an  increase  in  rent, 
an  increase  in  Power  and  Fuel,  in  management  salaries  and  so 
forth. 

This  being  the  case,  a  similar  schedule  is  prepared  but 
containing  the  new  and  budgeted  figures. 

In  many  cases,  so  little  variation  takes  place  that  the  figures 
may  remain  unchanged  for  some  time.  A  budget  statement 
should  however,  always  be  prepared. 

In  the  case  in  question,  it  is  now  assumed  that  the  figures 
given  above  are  budgeted  items  for  the  current  year.  Taking 
the  figures  shown  above  the  budget  can  now  be  reduced  to  the 
following  simple  form: 


BUDGET  (195  ) 

£ 

“  A  ”  Manufacturing  Expenses .  2-50 

“  B  ”  Premises  Expenses  . .  . .  . .  . .  4-25 

“  C  ”  Direct  Distribution  and  Selling  Expenses  . .  4  00 

“  D  ”  General  Expenses  . .  . .  . .  •  •  4-50 

“  E  ”  Administrative  Expenses  . .  . .  . .  6  00 

“  F  ”  Depreciation  . .  . .  .  •  •  •  •  •  P00 

“  G  ”  Waste  Allowances  and  Bad  Debts  ..  P50 


£23-75 


From  a  managerial  point  of  view,  it  is  important  to  know 
the  cost  of  manufacturing  as  distinct  from  the  cost  of  Distri¬ 
bution  and  Selling.  If  the  manufacturing  cost  is  known  it  can 
be  used  for  the  pricing  of  contracts,  etc.  Again  it  is  of  assistance 
to  know  what  it  costs  to  sell  the  goods  in  the  shop  and  how  much 
it  costs  to  sell  them  on  the  rounds  or  to  ascertain  a  cost  ol 

delivery. 

For  this  purpose  the  expenses  are  subdivided  into  three 
parts:  ( a )  Bakehouse  or  manufacturing  expenses;  {b)  Shop 
selling  expenses  and  selling  by  Delivery. 
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Hereunder  is  an  example  of  such  a  division : 


Total 

£ 

A  ”  Manufacturing 

2-50 

B  ”  Premises 

4-25 

C  ”  Direct  Distribution 

4-00 

D  ”  General  Expenses . . 

4-50 

E  ”  Administration 

6-00 

F  ”  Depreciation 

100 

G  ”  Waste 

1-50 

£23-75 

Bakehouse 

Shop 

Delivery 

(*) 

(b) 

(c) 

£ 

£ 

£ 

2-50 

— 

— 

•75 

3  00 

0-50 

— 

1-50 

2-50 

2-00 

2-00 

•50 

400 

1-50 

•50 

•25 

•25 

•50 

•50 

•50 

•50 

£1000 

£8-75 

£5  00 

The  division  of  the  overheads  between  Bakehouse,  Shop, 
and  Delivery  is  made  on  the  following  lines  after  considering 
each  item  comprised  in  the  full  schedule  of  budgeted  overheads 
already  set  out  in  the  Standard  Schedule. 

Items  under  “  A  ”  Estimated  on  past  year. 

„  „  “  B  ”  Floor  space  allowing  for  shop  frontage  as  being 

the  more  expensive. 

»>  „  “  C  ”  Arbitary  or  according  to  facts  available. 

»  „  “  D  ”  Divided  on  turnover  basis  as  between  shop  and 

delivery. 

>*  »  “  E  ”  According  to  work  done  in  departments. 

„  „  “F”  Actual. 

„  „  “  G  ”  Estimated  or  actual  where  available. 

A  similar  division  is  made  as  between  “Bread”  and 
“  Confectionery  ”  in  a  mixed  business. 

The  foregoing  figures  are  then  reduced  to  a  final  summary 
of  the  budget  of  overheads  which  is  as  follows  and  is  carried  to 
the  General  cost  statement  on  page  40. 

Bakehouse  Expenses 
Shop  Expenses 
Delivery  Expenses 


Carried  to  page  40 


£ 

1000 
8-75 
5  00 


£23-75 


,  The,  sam?  fi8ures  are  inserted  in  the  Total  Costs  Statement 

the  busines?  If Present,ng  as  they  do  nearly  all  the  expenses  of 
e  business.  If  however,  any  material  alteration  takes  nlace  in 

the  expenses  during  the  current  period  or  it  is  anticipated  will 
take  place  during  the  current  period,  a  revised  St  shou  d 

untilThe  npxt  fiotiler^.se  t^le  sa.me  figures  are  used  each  week 
until  the  next  financial  accounting  date. 
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TYPES  OF  COSTING 

General  Cost  Statement 

The  statement  of  cost  for  the  week  shown  hereunder  is  a  general 
one  and  enables  the  management  to  watch  the  variations  in 
total  Output,  Ingredients  used,  Wages  paid  and  the  Overheads. 
In  this  statement  is  shown  practically  the  whole  of  the  output 
and  expenses  of  the  business  for  the  week. 

TOTAL  GENERAL  CONFECTIONERY  COST 

Weekending  January,  19 

£ 

I.  Output  (net)  for  week .  100 

(This  can  be  classified  if  so  desired  (see  page  21). 

II.  Manufacturing  Cost: — 

Ingredients  used.  (These  can  be  classified  with 

quantities  in  lb.  as  well  as  values  (see  page  32)) . .  35-00 

Productive  Wages  under  processes  or  departments 

if  desired  (see  page  33)  ..  ..  ..  ..  18  00 
Bakehouse  Overheads  (see  page  39)  . .  . .  10  00 

Total  Cost  at  Bakehouse  . .  £63-00 


III.  Shop  Selling — Sold  in  shop  (£60)  £ 

Shop  Salaries  and  Wages  (see  page  33). .  ..  8-75 

Shop  Expenses  (see  page  39)  .  8-00 

£16-75 

IV.  Delivery  Selling— Sold  by  delivery  (£40)  £ 

Delivery  Salaries  and  Wages  (see  page  33)  . .  5-00 

Delivery  Expenses  (see  page  39)  . .  . .  5-00 

Total  Delivery  Cost  . .  £10  00 

V.  Total  Cost  (II,  III  and  IV)  . .  £89-75 

VI.  Approximate  Profit  (I  minus  V)  .  10  25 

(Output,  as  I  above)  . .  £400-00 

The  foregoing  statement  supplies  in  a  summarized  form 
the  following  particulars: 
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Output 

The  amount  of  the  confectionery  output  of  the  bakery  for 
the  week  in  this  case  £100s  worth  of  goods  at  selling  prices. 
This  information  is  made  up  from  a  summary  of  the  daily 
production  sheets  which  show  both  the  number  of  each  kind 
of  product  made  and  the  value.  This  is  important  information 
and  should  therefore  be  kept  as  a  permanent  record. 

A  final  summary  cost  can  be  made  to  show  the  production 
for  any  given  number  of  weeks,  or  quarterly  (13  weeks),  half 
yearly,  or  yearly.  This  summary  will  help  as  a  basis  for 
planning  a  budget  of  the  output  for  the  next  year. 


Cost  at  Bakehouse  and  Total  Cost 

The  statement  shows  the  weekly  cost  total  of  the  ingredients 
used,  the  bakehouse  wages,  and  bakehouse  expenses.  The 
total  of  these  items  is  called  the  “  Bakehouse  Cost  ”  or  manu¬ 
facturing  cost,  as  distinct  from  total  cost  which  includes  all  the 
other  outgoings,  such  as  selling  expenses  which  are  further 
classified  as  Shop  Selling  Expenses  and  Delivery  Expenses. 


Approximate  Net  Profit 

Total  cost  deducted  from  the  total  output  gives  an  approxi¬ 
mate  net  profit  figure  for  the  week,  subject  to  any  variation  in 
Stock  of  Finished  Goods  at  the  end  of  the  week. 


Continuous  Costing 

All  these  figures  become  more  significant  as  they  are 
produced  week  by  week  and  month  by  month.  By  the  proper 
use  of  them,  a  considerable  amount  of  control  can  be  exercised 
over  the  production  and  expenditure.  They  are  invaluable 
where  the  proprietor  resides  away  from  the  business. 

For  the  first  few  weeks,  when  costs  are  compared,  consider¬ 
able  variations  may  be  found,  both  in  output  cost  and  profit. 
By  careful  inquiry  why  these  divergencies  occur  and  explaining 
the  facts  to  those  who  are  responsible,  more  regular  working 
will  begin  to  be  shown.  Ingredients  may  even  then  vary 
considerably  but  will  be  noticed  and  reflected  in  the  figures 
in  fact,  with  such  details  of  wages  and  expenses  to  hand' 
"f„  resulting  cost  ot  any  proposed  increased  expenditure 
“  ,  CU  at?d  advance'.  °n  the  other  hand  steps  can  be 

If  the  increase"  haw  S'tLTpte,  theThmeluTeof 

3KS5' ^  be  —  —  -d 
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These  costs  are  “  total  ”  costs  for  the  week  and  therefore 
give  only  an  overall  view.  From  such  costs  it  is  possible  to 
work  back  to  the  original  recipe  and  the  price  fixed  for  the  sale 
of  any  product. 

In  this  way,  it  is  only  necessary  to  occasionally  get  out  the 
individual  costs  of  each  line  and  then  only  when  results  are 
unsatisfactory. 

Here  are  some  of  the  facts  which  aid  management  to  control 
a  business. 

Control  Points 

A.  Output 

1.  Compare  total  output  with  that  of  previous  week  or  set 
a  standard  value  of  output.  Compare  output  with  Sales. 

2.  Inquire  in  case  of  variation,  whether  prices  have  been 
varied  or  weights  of  individual  lines  altered. 

3.  Have  any  new  lines  been  put  on  the  market  or  old  ones 
taken  off? 

4.  Have  customers  been  lost?  How  many  and  who? 

B.  Ingredients 

In  the  example  where  £100  is  shown  as  the  output, 
ingredients  have  cost  £35,  which  is,  in  this  case  35  per  cent. 
Is  such  a  figure  a  reasonable  proportion  of  the  output?  What 
is  the  percentage  of  ingredients  cost  to  output  for  the  following 
week?  It  may  have  gone  up  to  38  per  cent  if  so,  and  the 
output  remains  the  same,  there  has  been  a  loss  of  £3  (£38 
minus  £35).  This  represents  £156  per  annum,  if  allowed  to 
continue,  or  3  per  cent.  If  the  standard  net  profit  is  10  per 
cent  or  £10  per  week,  the  profit  will  now  be  only  £7  a  week. 

Would  it  not  be  advisable  to  know  how  such  an  increase 
had  occurred? 

With  these  costs  it  is  very  easy  to  find  out: 

Have  more  expensive  ingredients  been  used?  Refer  to  the 
ingredients  ledger  and  see  how  many  pounds  (lb.)  of  Sugar, 

Fats,  Eggs,  have  been  used.  _  .  _  r  , 

What  have  these  extra  ingredients  been  used  lor !  Reter  to 
the  details  of  output  of  each  class  of  goods  and  the  necessary 

calculation  may  be  made.  . 

With  this  information  to  hand,  it  is  now  an  easier  matter  to 

advise  the  bakehouse  staff  on  future  production. 
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C.  Productive  Wages 

How  many  hours  have  been  worked  compared  with 
standard  or  for  the  previous  week?  What  is  the  average  rate 
per  man  hour?  How  does  this  compare  with  previous  records. 

Where  a  record  of  output  has  been  made  of  each  employee 
and  a  rate  of  output  has  been  fixed  a  further  comparison  can 
be  made.  Where  a  properly  constructed  standard  rate  of 
output  has  been  set,  it  is  a  reasonable  proposition  to  pay  a  bonus 
on  increased  production.  This  is  a  matter  for  very  careful 
thought  as  there  are  many  implications  to  be  taken  into  account 
when  settling  up  such  targets. 

D.  Bakery  Overheads 

The  figure  for  bakehouse  overheads  having  been  the  subject 
of  a  budget  calculation,  it  will  remain  the  same  each  week 
unless  some  appreciable  fluctuation  takes  place. 

At  the  same  time,  the  weekly  usage  of  Fuel  and  Power 
should  be  recorded  in  quantity  and  price.  Particularly  does 
this  apply  to  Fuel  as  Power  is  often  a  comparatively  small 
matter. 

Fixed  and  Fluctuating  Overheads 

For  the  purpose  of  calculating  the  price  to  be  charged  for 
goods  under  a  new  contract  or  for  an  increase  in  output,  the 
bakehouse  overheads  should  be  divided  between  Fixed  and 
Fluctuating  Overheads  (see  page  36).  As  an  example  let  us  take 
the  following  figures  from  the  division  of  bakehouse  overheads 
on  page  39,  column  (a). 

Output . 

Overheads 

Fixed  (“  B  ”  to  “  F  ”  inclusive)  . . 

Fluctuating  (“  A  ”  and  “  G  ”) 

Total  Bakehouse  Overheads 


Output . 

Overheads 
Fixed  as  above 

Fluctuating  (increased  as  to  “  A  ”  and  “  G  ”) 


£100 


£ 

700 

300 


£10  00  =  10% 


£150 

£ 

7-00 

4-50 


£1 1*50  =  7-66% 
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Had  the  overheads  increased  in  like  proportion  to  turnover 
at  lu  per  cent  on  £150,  the  amount  would  have  been  £15 
instead  of  £11-50,  a  saving  in  overheads  of  £3-50. 

In  a  similar  manner  Shop  and  Delivery  Overheads  can  be 
divided  between  Fixed  and  variable  items  and  further 
savings  may  be  discovered.  Such  items  as  Shop  Rent  and 
Rates  being  Fixed  Overheads  will  show  an  advantage  when 
increased  sales  are  made. 

Such  calculations  as  the  foregoing  should  be  carefully 
carried  out  and  no  advantage  will  accrue  when  a  new  line  only 
takes  the  place  of  an  existing  one. 

Costs  per  £s  worth  made 

Confectionery  businesses  are  often  sold  on  a  turnover  basis, 
for  example  business  may  be  doing  say  £200  per  week  in 
confectionery. 

It  is  useful  to  see  how  a  £ls  worth  of  confectionery  is 
made  up.  Using  the  old  figures  of  £100  output,  the  cost  per  £1 
is  as  follows: 


Output 

£10000 

£1  00 

Cost 

£ 

s. 

d. 

Ingredients 

35  00 

=  7 

0 

Wages 

18-00 

=  3 

7 

Overheads 

1000 

=  2 

0 

Bakehouse  Cost 

£63-00 

12 

7 

£ 

s. 

d. 

Shop  Selling 

16-70 

=  3 

4 

Delivery  Selling 

10-00 

=  2 

0 

Selling  Cost  . . 

£26-70 

5 

4 

£ 

s. 

d. 

Total  Cost 

89-70 

=  17 

11 

Profit 

10-30 

=  2 

1 

£100  00 

£1  0 

0 

The  conversion  of  shillings  and  pence  into  decimals  of  a 
pound  can  be  done  in  a  moment  with  a  Table  of  decimals. 
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Standard  Costs 

Standard  costs  are  statements  of  cost  prepared  for  the 
purpose  of  setting  up  standards  of  performance. 

The  standard  cost  may  be  described  as  a  yard-stick  against 
which  to  measure  future  achievements  the  measure  may  be 
based  on  results  which  have  already  been  attained.  Let  us 
assume  £100  production  of  confectionery  is  the  average  figure. 

On  the  other  hand  the  standard  may  be  one  which  is  set 
above  present  performance  as  a  target  at  which  to  aim. 

The  yard-stick  is  based  on  say  the  average  of  a  number  of 
weekly  costings,  say  on  the  average  of  the  last  26  weeks. 

The  target  method  requires  the  preparation  of  figures 
which  may  be  based  on  past  cost  results,  but  are  adjusted 
so  as  to  represent  a  target  of  say  £110  per  week — the  present 
production  being  £100s  worth. 

In  each  case  the  method  of  using  the  figures  is  similar. 

Assume  under  the  first  method  that  the  next  weeks  figures 
show  £110  production  or  £10  up  on  the  yardstick. 

The  details  of  the  first  weeks  figures  are  as  follows : 


Output  Net  (1  Week)  ..  £110  00 
Cost  . 


Manufacturing 
Ingredients 
Productive  Wages 
Bakehouse  Overheads 


£ 

3900 
18  00 
1000 


Bakehouse  Cost 


£67-00 


Selling 


Wages 

Expenses 


15-00 

13-00 


Selling  Cost 


£28-00 


Total  Cost  . . 


£95-00 


Approximate  Profit 


£15-00 


£110-00 
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the  yard-stick  or  standard  cost  of  £100  output 
page  40,  are  as  follows: 


Output  Net 


VARIATIONS  FOR  FIRST  WEEK 

Decrease  Increase  Remarks 
ljt  Net  . .  £io 


Cost 


Manufacturing 

Ingredients 

Wages . 

Bakehouse  Overheads  . . 


Decrease  Increase 
£400 


Selling 
Wages  . . 
Expenses . . 


1-25 


Increase  in  Total  Cost 
Profit  Increase 


£5-25 

£4-75 


Examination  of  Variations 

The  object  of  preparing  this  list  of  variations  is  to  enable 
the  Confectioner  to  follow  the  trend  of  his  trade  and  to  find  out 
what  is  happening.  The  first  point  noticed  is  the  increase  in  out¬ 
put  of  £10.  As  output  in  these  days  of  shortage  output  represents 
as  nearly  as  possible  the  sales,  in  other  words  any  output  is 
sold  almost  as  soon  as  made,  obviously  there  has  been  an 
increase  in  the  sales.  A  further  investigation  of  the  various 
types  of  goods  made  will  show  which  type  of  goods  has  been 
selling  better  than  before — on  the  other  hand  in  the  previous 
week  there  may  have  been  a  shortage  of  ingredients  so  that  the 
£100  output  may  have  been  the  utmost  output  obtainable. 
Again  prices  may  have  been  put  up.  To  know  how  the 
variation  has  arisen  and  it  is  important  from  a  salesmanship 
point  of  view  as  well  as  the  viewpoint  of  the  manufacturer. 

Now  as  to  cost — the  only  increase  in  the  manufacturing 
cost  is  under  the  heading  of  ingredients— that  was  to  be 
expected.  The  standard  cost  of  £100  output,  shows  ingredients 
at  £35,  which  is  35  per  cent;  the  present  week  shows  £39 
for  ingredients,  this  represents  35-50  per  cent,  on  £110,  so  there 
is  a  slight  increase  in  cost  of  ingredients  only  -50  per  cent. 

When  we  come  to  selling  cost  (this  includes  both  shop  and 
rounds),  we  find  that  wages  are  up  by  £1-25 — possibly  increases 
have  been  given  to  the  staff  or  it  may  be  that  commission  is 
paid  on  sales  which  is  now  more  owing  to  the  increased  sales 
this  can  be  investigated. 
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The  net  profit  is  up  by  £4-75.  In  the  “  Standard  ”  illustra¬ 
tion  on  page  40,  the  percentage  of  net  profit  to  turnover  was 
10-25  per  cent.  This  week  there  is  £4-75  more  profit  for  the 
proprietor  and  the  working  shows  an  increase  in  the  percentage 
of  profit  to  turnover  of  3-38  per  cent. 

The  increase  in  percentage  of  net  profit  can  be  further 
investigated  if  considered  necessary  but  it  is  obvious  that  the 
production  of  such  figures  as  are  illustrated  will  give  much 
food  for  thought  to  the  management. 

A  somewhat  similar  illustration  but  for  bread,  will  be 
found  in  Appendix  2,  entitled  “  How  to  Cut  Costs,”  an  article 
published  in  the  National  Federation  of  Bakers  Students 
Society  Journal. 

The  following  illustration  shows  a  General  Cost  worked 
out  in  pounds  (lbs.)  of  confectionery.  Taking  a  production  of 
£100  worth  of  goods  at  an  average  price  of  2s.  6d.  per  lb.,  each 
item  is  expressed  in  so  many  pounds  of  confectionery : 


Production  . .  .  ..  . .  800  lb. 


Manufacturing  Cost  lbs. 

Ingredients  . 280 

Wages . 144 

Expenses .  80 

504 

Selling  Cost  lbs. 

Wages . HO 

Expenses . 104 

214 

Profit . ~82  lbs. 


Supposing  the  profit  went  down  by  10  lb.  the  reduction  in 
value  is  10  by  2s.  6d.  =  £1  5s.  Od. 

The  foregoing  figures  of  standard  costs  expressed  in  lbs  of 
confectionery  can  be  compared  with  future  figures  which  could 

nfnbinetXifr^SSed  ln  lbr  rFov  instance  with  a  production  figure 

tioiLrv  TnoTT6  °l  £1°  'S  ^uivalent  ‘0  80  lbs.  of  confec- 
£  AfvA  ¥  heSe  figUres  11  ls  necessary  to  know  how  many 

nto  the  ™lue0nfertyh  ^  each  week'  That  fi8ure  divided 
nto  the  value  of  the  confectionery  produced  at  selling  nricr 

gives  the  price  per  lb.  Another  method  is  to  divide  this  by  the 

mber  of  lbs.  produced  to  give  such  figures  as  the  following: 
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Cost  per  lb. 

in  pence  pence 

Output  1  lb.  at  2s.  6d.  =  30  000 


Cost 

Manufacturing  Cost  nence 

Ingredients  .  K) 

Wages  .  5.375 

Expenses .  3-000 


Bakehouse  Cost  ..  ..  18-875 


Selling  Cost  pence 

Wages  .  5-000 

Expenses .  3-000 


Selling  Cost .  8-000 


Total  Cost  . .  . .  26-875 


Profit  ..  ..  ..  ..  3-125  pence 


It  will  be  realized  at  once  that  a  general  cost  does  not  always 
meet  the  case,  as  the  products  vary  considerably  in  size, 
weight  and  value.  Ingredients  also  cover  a  considerable  range. 
If  the  business  is  large  enough  the  number  of  lb.  weight  can 
be  calculated  departmentally — morning  goods,  goods,  cake  and 
so  forth.  Or  to  take  the  matter  further,  the  costs  per  lb.  of 
individual  products  can  be  calculated  and  totalled  each  week 
till  finally  the  general  output  in  lb.  is  arrived  at. 

It  will  be  realized  that  should  all  this  information  be 
required  that  it  will  be  necessary  to  employ  a  costs  clerk. 
Large  firms  employ  a  cost  accountant.  The  individual 
employed  on  “  Costs  ”  should  more  than  save  his  salary  by  his 
work.  His  work  should  enable  the  management  to  keep  itself 
aufait  with  the  results  of  the  business  as  a  whole  week  by  week, 
and  to  make  many  improvements  in  work  as  the  year  advances. 

Some  years  before  the  Second  World  War,  Alderman 
Garrett,  of  Litchfield,  had  said  that  in  his  opinion  all  confec¬ 
tionery  would  eventually  be  sold  by  the  lb.  To  a  very  large 
extent  this  has  come  true. 

Break  even  or  Line  of  Demarcation 

Another  interesting  study  is  the  calculation  of  the  amount 
of  output  which  it  is  necessary  to  produce  in  order  to  cover 
the  outgoings,  or  before  a  profit  is  made. 

This  calculation  can  be  made  to  serve  a  variety  of  purposes. 
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It  requires  the  segregation  of  the  fixed  overheads  from,  the 
variable,  and  a  calculation  of  how  much  gross  profit  it  is 
necessary  to  make  before  the  overheads  are  covered. 

As  this  is  in  itself  a  special  study  space  does  not  permit  of 
its  elaboration  here. 

Delivery  costs 

This  subject  merits  a  chapter  to  itself  but  a  general  con¬ 
sideration  of  it  must  suffice. 

Often  bread  and  confectionery  are  sold  on  the  rounds 
together,  in  such  a  case  an  analysis  of  the  sales  of  the  roundsmen 
should  be  made.  The  sales  consist  of  the  value  of  the  goods 
sold  which  is  quite  distinct  from  the  cash  received. 

SALES 
(1  Week) 

Round  No.  1.  2.  3.  4.  5.  Total 

Bread  Qtns. 

Bread  Small 
Confectionery 
Other  goods 

“  A  ”  Total  Sales  . . 


COST  OF  SALES 

Round  No.  1.  2.  3.  4.  5.  Total 

Bakehouse  cost  of  bread  at 

per  Qtn . 

Bakehouse  cost  of  small 
bread  at  per  Qtn.  . . 

Bakehouse  cost  of  Confec¬ 
tionery  at  per  £l’s 
worth 

Other  goods  at  cost  % 
off  selling  price 
Rounds  foreman  (propor¬ 
tion)  . 

Roundsman’s  wages 
Roundsman’s  commission 
Van  running  expenses 
Van  depreciation 
Overhead  Expenses, 

Garage  Rent,  Rates,  etc., 
proportion 

“  B  ”  Total  Cost  . .  '  - - - 


“  C  ”  Profit 
“  C  ”  Loss  . . 


Round  No.  1. 


2. 


3. 


4. 


5.  Total 
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The  total  cost  “  B  ”  is  deducted  from  the  sales  “  A  ”  to 
give  “  C  ”  the  profit  or  loss  made  on  each  round.  If  only 
confectionery  is  sold  the  recording  of  the  sales  is  more  simple. 

The  salary  of  a  rounds  foreman  is  divided  in  proportion 
possibly  an  equal  proportion,  for  each  round  would  suffice. 
The  total  of  the  van  running  expenses  for  the  year  is  shown  in 
the  Profit  and  Loss  Account,  this  has  been  dealt  with  in  the 
Budget  and  a  weekly  sum  calculated,  this  is  divided  between 
the  vans  either  equally  or  on  a  mileage  or  other  basis  as  may  be 
most  equitable. 

As  in  the  case  of  the  sales  the  amount  of  wages  is  the 
actual  amount  paid  for  the  week  with  actual  or  estimated  com¬ 
mission.  Depreciation  is  an  actual  calculation  on  the  Balance 
Sheet  or  Profit  and  Loss  basis,  and  the  overheads  may  be 
assessed  at  so  much  per  round — the  total  overheads  to  be  the 
total  shown  in  the  Weekly  Cost  statement  as  Rounds  Expenses. 

The  successful  baker  becomes  more  successful  with  the 
further  knowledge  obtained  from  the  study  of  reliable  statistics 
and  those  who  have  been  less  fortunate  may  very  much 
improve  their  position  by  such  means. 

The  amount  of  waste  and  loss  in  the  bakery  trade  is  much 
more  than  meets  the  eye  but  by  the  measurement  of  the 
ingredients  and  the  products,  in  value  and  in  weight,  the 
measurement  of  labour  in  bonus  and  output  are  the  keynotes 
of  successful  management.  Finally  these  factors  form  the  basis 
on  which  improvements  can  be  commenced.  It  is  of  course 
assumed  that  the  ingredients  are  satisfactory,  that  a  reasonable 
amount  of  skill  is  used  in  manufacture  and  that  by  means  of 
costing,  the  prices  wherever  possible  are  kept  at  a  proper  level. 
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SUGAR  AND  FAT  PERCENTAGES* 


Table  “  A 


Fat 

% 


Sugar 

% 


Ingredient 


Table  “  B 


One  lb.  contains 


Fat 

ozs. 


Sugar 

ozs. 


290 

40 

200 

42-0 

1000 


20 

20-0 

150 


840 

900 

10 

80 

400 

70 


20 


8-5 

600 

10 


790 

20 


74-0 

20 

50 

650 

740 

30 


340 

6-5 


1000 

35-0 

800 

67-0 


Apples  (peeled  and  cored)  or 
Puree 

Apple  Rings,  dried 
Cheese 

Cinnamon,  ground 
Clove,  ground  . . 

Dates,  stoned  . . 

Egg,  dried,  whole 
Fat  Compound,  dripping,  larc 
suet 
Figs 

Flour,  National  85%  (and 
breadcrumbs) 

Flour,  Soya 
Fruit,  raisins,  currants,  sultanas 
Ginger,  ground  . . 

Jam,  all  kinds  . . 

Lemon  Juice 
Margarine,  cake 
Margarine,  pastry 
Milk  Powder,  separated 
Milk,  unsweetened,  full  cream 
Nutmeg,  ground 
Spice,  mixed 
Sugar,  granulated 
Syrup,  glucose  . . 

Syrup,  golden  . . 

Treacle 
Yeast 


4i 

1 

3i 

6| 

16 


i 

2i 


13* 

144 

i 

n 

6i 

n 


n 

91 

i 


121 

i 


12 

i 

1 

104 

12 


5* 

u 


16 

51 

13 

101 


*Cake  and  Biscuit  Manufacturers’  War  Time  Alliance. 

The  amount  of  fat  and  sugar  allowed  to  be  used  in  cal 
manufacture  was  a  maximum  of  20%  fat  and  30°/  sugar  hi 
for  cake  making  it  is  suggested  that  18%  fat  and  28' sun- 

satsts  «?:  «*  **•» 
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An  article  from  the  “  Bakery  Students'  Magazine  "  by 
E.  Victor  Amsdon,  M.I.I.A. 

HOW  TO  CUT  COSTS 

It  may  be  as  a  Student  of  baking  you  are  hoping,  some  day, 
to  become  a  bakery  manager  or  owner  of  a  bakery  business. 

Any  information  that  will  assist  you  to  obtain  a  fuller 
knowledge  of  the  business  side  of  baking  should  be  helpful  and 
enable  you,  when  the  time  comes,  to  rely  more  on  your  own 
knowledge  than  on  the  opinions  expressed  by  other  bakers. 

There  is  at  present  a  serious  depression  in  the  bread  trade. 

A  depression  has  the  effect  of  throwing  up  into  bold  relief, 
the  seemingly  higher  cost  of  running  the  business. 

The  use  of  costing  methods  will  enable  you  to  gauge  the 
measure  of  any  fluctuations. 

For  these  reasons  costs  should  be  prepared  weekly,  that  is  to 
say,  week  by  week. 

To  prepare  weekly  costs  however  and  do  nothing  about 
the  results  shown  by  the  costs,  would  be  a  sad  waste  of  time. 

A  very  useful  way  of  using  the  weekly  cost  statements  to 
good  advantage,  is  to  calculate  and  set  up  a  Standard  cost 
which  will  form  a  yard-stick  by  which  your  efforts  at  con¬ 
trolling  cost  can  be  measured. 

A  bread  cost  statement  was  published  in  the  N.A.  Review 
a  few  weeks  ago,  which  could  be  used  to  serve  as  a  standard, 
although  these  costs  are  by  no  means  ideal  for  the  purpose. 
The  statement  is  a  summary  of  the  costs  sent  in  by  181  bakers 
as  a  basis  for  discussion  of  bread  prices  with  the  Government. 

The  chief  fact  to  be  seen  from  these  figures  is  that  bread 
was  being  sold  by  the  bakers  at  an  average  dead  loss  of 
2s.  3|d.  on  every  sack  of  flour  turned  into  bread.  Since  that 
time  the  position  has  worsened. 

The  figures  making  up  the  foregoing  loss  have  been 
summarized  as  follows: 
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STATEMENT  “  A  ” 

N.A.  Bread  Costs  per  Sack 
for  week  ending  5th  October,  1949 


Production  at  selling  price  . . 
Cost 

Bakehouse  Cost 
Flour 

Other  ingredients 
Bakehouse  Wages 
Bakehouse  Expenses 


Selling  Cost 
Wages 
Expenses 


Per  Sack 
101s.  Od. 


s.  d. 
48  6i 
4  10 
16  3 
11  9 


81  4b 


s.  d. 
12  6 
9  5 


21  11 


Total  Cost 

Net  Loss  per  Sack  . . 


103s.  3bd. 
2s.  3£d. 


ost,  of  Producing  and  selling  the  bread  was 
103s.  3|d.  per  sack  or  £5  3s.  3|d.  as  shown  above  while  the 
amount  received  from  the  public  was  101s  Od  or  £5  Is  Ori 

as?  zssttn.-^ s  .vs 

Statement  “  B.”  ubjoined  statement  marked 
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STATEMENT  “  B  ” 

(Trade  40  sacks) 

Your  Bread  Costs  per  Sack 

for  week  ending  , 

1950 

Per 

sack 

Production  (at  selling  price) 

103s. 

Od. 

Cost 

Bakehouse  Cost 

s. 

d. 

Flour . 

49 

6 

Other  ingredients . 

5 

0 

Bakehouse  Wages 

18 

0 

Bakehouse  Expenses . . 

11 

6 

84 

0 

Selling  Cost 

s. 

d. 

Wages  . 

13 

0 

Expenses 

9 

0 

22 

0 

Total  Cost 

106s, 

.  Od. 

Net  Loss  per  Sack  . .  3s.  Od. 


So  your  own  costs  show  you  are  losing  3s.  Od.  on  every 
sack  of  bread  sold.  As  your  trade  is  forty  sacks  a  week,  your 
pocket  is  worse  off  by  £6  a  week  or  £312  per  annum.  An 
almost  intolerable  position  to  be  in  but  one  in  which  many 
bakers  are  finding  themselves  to-day.  Of  course,  you  may 
make  your  confectionery  trade  pay  for  your  losses  on  bread, 
but  you  will  still  be  £6  per  week  out  of  pocket  on  bread.  Your 
profits  on  confectionery  may  be  less  than  £6  per  week.  How 
do  you  know?  As  an  aside  there  is,  of  course,  such  a  thing  as 
confectionery  costing. 

Having  prepared  your  own  costs  and  seen  that  you  are 
losing  money.  What  are  you  going  to  do  about  it?  A  little 
bit  of  the  Sherlock  Holmes  business  might  be  useful  here.  And 
to  know  the  actual  facts  is  the  first  step  towards  cutting  the 
cost.  The  facts  are  more  clearly  brought  out  by  comparing 
with  Standard,  all  the  figures  which  have  gone ^fore  f"*} 
making  up  a  statement  such  as  that  marked  C  called 
Variations  in  Cost  and  set  out  below. 


APPENDIX  NO.  2:  HOW  TO  CUT  COSTS 
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FINAL  STATEMENT  “C” 


Variations  in  Cost  per  Sack 

for  week  ending  ,1950 

Variations 
per  sack 


down  up 

Production  . .  2s.  Od. 


Cost  down  up 

Bakehouse  Cost  s.  d.  s.  d. 

Flour  ..  ..  ..  ..  11£ 

Other  ingredients  ....  2 

Bakehouse  Wages  . .  19 

Bakehouse  Expenses  . .  3 

Net  2s.  l\d. 


Selling  Cost  d.  d. 

Wages  .  6 

Expenses  .  5 

Net  Id. 


Total  Cost  (increase) . .  2s.  8id. 


Profit  or  Loss  . .  Net  Loss  8id. 


From  this  statement  of  variations  it  will  be  seen  that  the 
price  realized  per  sack  is  2s.  Od.  more  than  the  Standard. 
This  is  accounted  for  by  the  inclusion  in  your  costs  of  a  certain 
amount  of  proprietary  breads,  Hovis,  etc.,  whereas  the  N.A. 
Costs  refer  only  to  bread  made  from  National  flours.  There 
should  be  a  larger  profit  on  these  proprietary  breads,  i.e. 
increase  in  price.  Taking  into  account  any  extra  expense  it 
may  pay  to  make  these  fancy  breads,  that  is  for  calculation. 
Bakehouse  Cost  is  up  by  2s.  7|d.  per  sack,  nearly  enough 

h  JJh Vy?  0n  thn  nght  s,de  if  the  trade  were  all  in  National 

caused  it  k°fU  WH  k  M  at  flT  is  Up  1  lid'  per  sack-  This  is 
caused  it  is  found,  by  the  purchase  of  Hovis  flour,  etc  there  is 

e“.S "  'h“ Ih"”"  ”  •*'  a5X5 

IS.  9d.  a  sack  is  a  considerable  increase.  It  mayTeTh^you 
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have  paid  some  amount  for  overtime  and  which  is  included 
under  wages.  Look  up  the  Wages  book  to  see  if  this  is  so. 
Look  each  week  at  the  average  rate  paid  per  man-hour,  the 
amount  of  overtime  paid  for,  and  the  number  of  sacks  produced 
per  man  for  the  week.  Up  to  ten  sacks  a  man  can  be  obtained 
with  a  dough-mixer  and  a  divider  and  moulder. 

Each  item  of  cost  should  be  investigated  in  this  way  and  the 
difference  accounted  for  and  having  done  this,  steps  should  be 
taken  to  reduce  the  costs  as  far  as  is  reasonably  possible. 

Of  course,  this  kind  of  investigation  can  go  much  further, 
each  item  of  expense,  both  of  manufacturing  and  selling  can  be 
further  analysed. 

A  similar  method  can  be  used  to  see  that  confectionery 
costs  are  not  excessive,  make  sure  that  bread  losses  are  not 
being  paid  for  by  the  confectionery. 


c 

H 

£ 

o 

rX 

c3 

S 

J. 

i 

o 

HH 

H 

$ 

w 

CU 

o 


Q 

OS 

o 

u 


H 

u 

£ 

< 


« 

O 


w 

Oh 


Remarks 

Query. 

S.P. 

each 

o  o  o 

Labour 

Cost 

each 

Tf 

—  m 

(N  O  *-i 

Labour 
Cost 
per  100 

1  9-5 

0  2-4 

1  3-3 

Labour 

Rate 

(N  fS  ts 

rTrTrT 

Time 

per 

100 

Up  Up 

o  vi  uo 
vi  m 

Production 

Time 

1-00 

0-10 

1-25 

Quantity 

O  ©  Q 

<N  OO  rj- 

— <  *->  <N 

Machine 
used 
(if  any) 

Hand 

or 

Machine 

Bakery 

Cornham 

99 

** 

Date 

30.7.49 
6.8.49 

11.8.49 
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BAKERY  COSTING  TERMINOLOGY 

Appendix  No.  4 


*  Items  marked  thus  are  from  Costing  Terminology  by  the  Institute 
ot  Cost  and  Works  Accountants. 

*  ADMINISTRATION  EXPENSE 

The  expense  of  formulating,  directing  and  controlling  the  policy, 
organization  and  operations  of  a  business.  (In  a  small  concern  this 
expense  may  be  directly  allocated  to  the  Departments  namely.  Bakery, 
Shops  and  Rounds.) 

ALLOCATION  OF  GENERAL  EXPENSE 

The  charging  of  General  Expenses  between  Departments,  namely 
to  the  Bakehouse  or  Manufacturing  Departments  such  as  the  Bread, 
Confectionery  and  Catering  Departments,  or  to  Administration  Expense 
or  to  Selling  and  Distribution  Expense  or  to  Shop  Expense  or  Delivery 
Expense. 

ALLOWANCES  TO  CUSTOMERS 

Allowances  for  Wholesale  Discounts,  Cash  Discounts,  Stale,  burnt  and 
broken  goods  or  similar  allowances.  Costs  of  wholesale  concerns  should 
be  prepared  on  the  basis  of  a  retail  business  and  the  wholesale  discounts 
treated  as  an  expense. 

APPORTIONMENT  OF  BAKEHOUSE  EXPENSE 

The  allocation  of  Bakehouse  expense  to  departments,  such  as  Bread 
and  Confectionery  Departments  or  to  other  producing  units,  etc. 

ASSETS 

Assets  consist  of  the  Goodwill,  Freehold  and  Leasehold  Premises, 
Fixed  and  Loose  Plant  and  Machinery,  Vehicles,  Stock  in  trade,  Debts 
due  to  the  business,  Investments,  Cash  and  Bank  Balances,  unexpired 
terms  of  insurance.  Premiums,  rates  paid  in  advance,  etc. 

♦AUDIT 

An  examination  and,  as  far  as  possible,  a  verification,  of  the  correctness 
of  accounts. 

BAD  DEBTS. 

Bad  Debts  are  debts  due  from  customers  which  are  irrecoverable. 
These  debts  when  written  off  should  be  shown  as  a  Selling  Expense  in  the 
Costs  and  in  the  Profit  and  Loss  Account. 

BAKEHOUSE  EXPENSE 

The  part  cost  of  Managerial  Salaries,  of  Office  Wages,  Fuel,  Power, 
Light  Heat,  Water,  Rent,  Rates,  Repair's,  Insurances,  Books,  Stationery, 
Telephone  and  other  expense  chargeable  to  the  Bakehouse,  including 
Maintenance  and  Depreciation  of  Bakehouse  Plant  and  Machinery. 
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BAKEHOUSE  WAGES— see  Direct  Wages. 

BALANCE  SHEET 

A  statement  of  the  Assets,  Liabilities  and  Capital  of  the  business  at  any 
given  date. 

BANK  ACCOUNT 

An  account  of  the  business  transactions  with  the  Bank.  It  shows  the 
Payments  into  the  Bank,  the  Cheques  drawn  on  the  Bank,  any  Bank 
Charges  and  Interest  and  the  Balance  due  to  or  from  the  Bank  at  any 
given  date. 

BATCH  CARD 

A  card  showing  the  quantities  and  values  of  the  ingredients  used  to 
produce  a  batch  of  the  product.  It  is  sometimes  developed  into  a  Cost 
Card,  showing  Wages  and  Bakery  Expenses  for  the  Batch. 

♦BATCH  COSTING 

The  type  of  costing  where  the  work  is  handled  in  batches  which  are 
used  as  the  unit  for  costing. 

♦BIN  TAG  (OR  CARD) 

A  tag  attached  to  a  bin,  stack,  container,  etc.,  which  identifies  the 
contents,  indicates  the  material  symbol  (if  any)  and  quantity  in  hand.  It 
may  also  record  the  receipts  and  issues,  the  maximum  and  minimum 
quantities  to  be  stocked,  and  the  Ordering  Level  (q.v.) 

BRANCH  CASH  ACCOUNT 

A  daily  or  weekly  account  or  return  of  the  cash  received  and  paid  by 
the  branch  and  the  balances  paid  over  or  into  bank  and/or  remaining  in 
hand. 


BRANCH  DAILY  RETURNS 

An  account  showing  the  stock  in  hand  in  the  morning,  the  goods 
received  during  the  day  and  values  of  goods  sold  by  the  branch,  also  the 
stock  remaining  and  any  allowances.  The  goods,  the  stock,  the  Sales  and 
the  allowances  made  to  the  customers  are  shown  at  selling  prices. 


BRANCH  INVOICES 

Invoices  from  the  bakery  to  the  branch  for  goods  supplied  or  goods 
transferred  from  one  branch  to  another— usually  priced  at  selling  prices. 

BRANCH  STOCK  ACCOUNT — See  Branch  Daily  Returns. 


BREAD  LEDGER 

.  is.  in  tabular  form  with  say  50  customers’  names  on 

the  weeV  .K.htbaa  nCemWmgc0!;  each  ac«>unt  at  the  commencement  of 
inL  k’  th  I  ods  soId  each  day*  the  cash  received  in  payment  any 
JW«  dlsc°unts  and  the  balance  at  the  end  of  the  week  on’each 

eUnttaates  alfposhngs"  ^  ^  The  ”  '°°Se  kaf  f°™  <*  '^er 


BREAD  MATERIALS— See  Ingredients— Bread. 
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BREAD  ORDER 

Thi^rHly  w/ltten  ?rder  t0  ll?e  bakehouse  to  make  the  day’s  requirements 

of  he  otvef  ZShi^frra  ,kindS  °,fbrea1d  and  th<i  w'8ht  and  numte 
shnn  VTeS  *2  b  made-  It  may  show  the  quantities  required  by  each 
shop  and  round  separately  and  in  total.  4  oy  eacn 

BREAD  PRICES 

,  ,The  charged  to  customers  for  the  bread  products— bread  was 

fo!dthn  o  b'  ,°aVeS  orA  ™ult*pIes  of  1  lb.  the  standard  price  being  the  price 
for  the  Quartern  or  4  lb.  of  bread,  the  loaves  now  sold  were  only  3i  lbs. 
per  Quartern,  1|  lb.  per  i  Quartern,  and  1  lb.  loaves  now  weigh  14  oz 
Prices  are  regulated  and  in  many  cases  controlled  by  the  Bread  Acts  and 
Regulations  made  by  the  Government. 


BREAD  PRODUCTION  ORDER— See  Bread  Order. 

BREAD  STOCK  SHEET 

A  stock  account  showing  bread  output  and  sales  and  stock  left  over  at 
any  given  date  (usually  at  the  week-end). 

BREAD  SUMMARY  OF  PRODUCTION 

A  summary  of  the  various  kinds  of  bread  produced  such  as  National 
Wheatmeal,  Hovis,  Bermaline,  and  other  breads  and  showing  also  the 
various  sizes  of  load  produced. 

♦BUDGETARY  CONTROL 

The  systematic  control  of  business  operations  by  means  of  predeter¬ 
mined  standards  prepared  in  minute  detail  and  assembled  into  a 
comprehensive  programme  in  order  to  provide  a  basis  of  comparison  with 
actual  performances  and  costs,  with  the  object  of  attaining  the  final  results 
indicated  in  the  programme. 


BUYING  MATERIALS 

The  purchase  of  the  ingredients  such  as  flour,  sugar,  fats,  etc.  These 
should  be  the  subject  of  a  written  order  to  the  supplier.  A  knowledge  of 
the  market  is  most  necessary  for  efficient  buying. 

CAPITAL  ACCOUNT 

The  Account  of  Shares  in  the  business  in  the  case  of  a  limited  liability 
company,  or  the  excess  of  assets  over  liabilities  in  the  case  of  a  firm  or  sole 
trader. 


CAPITAL  EXPENDITURE 

The  initial  Expenditure  on  Fixed  and  Floating  Assets. 

CASH  BOOK  (ANALYSIS) 

A  cash  book  which  shows  the  receipts  and  payments  in  tabular  form. 
It  distinguishes  between  Trading  and  other  Receipts  and  shows  the  pay¬ 
ments  under  such  headings  as  materials,  wages  expenses,  capital  expendi¬ 
ture  and  the  Drawings  of  the  proprietors  for  personal  use. 

CASH  PAYMENTS  BOOK 

A  book  showing  an  analysis  of  payments;  see  Cash  Book  (Analysis). 
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CASH  RECEIVED  BOOK 

A  record  of  receipts  from  shops,  rounds  and  other  receipts  in  columnar 
form. 

CASH  BOOK  (GENERAL) 

This  Cash  Book  shows  totals  of  receipts,  payments  into  Bank,  Pay¬ 
ments  by  cash  (if  any),  Cheque  payments  and  the  balance  in  hand  at  any 
date. 

CASH  BOOK  SUMMARY 

A  summary  of  the  receipts  and  payments  for  a  year  or  shorter  account¬ 
ing  period. 

CASH  TILL  BOOK 

A  rough  record  of  shop  takings,  namely  daily  cash  sales,  shop  and 
rounds  takings,  the  balance  handed  over  or  banked  and  cash  in  hand  in 
detail  showing  details  of  cheques,  notes,  silver  and  copper  at  the  end  of 
the  day. 

CASH  SALES 

Sales  paid  for  at  the  time  the  goods  are  handed  over. 


CHARGEABLE  EXPENSE— See  Direct  Expense. 


♦CLOCK  CARD 

A  card  on  which  time  recording  machines  record  the  workers’  time  in 
and  out  or  the  time  when  they  start  and  finish  different  jobs. 

COLLECTIVE  PAYMENT  BY  RESULTS 

Collective  remuneration  for  work  performed  by  a  group  of  workers, 
usually  distributed  to  the  individual  workers  on  a  pre-determined  basis. 

♦COMPONENT 

A  constitutent  part  which  by  assembly  with  other  parts  helps  to  form  a 
complete  product  or  a  sub-assembly  thereof. 


CONFECTIONERY  COST 

The  cost  of  confectionery  materials,  labour  and  expense  of  the  bakery 
and  the  labour  and  expense  of  selling  in  the  shop  or  on  the  rounds. 

CONFECTIONERY  DAILY  ORDER 

^  detailed  order  given  to  the  head  confectioner  to  make  the  goods  for 
the  day— full  details  of  each  kind  and  quantity  of  each  is  shown  and  often 
where  it  is  to  be  sold  in  each  shop  round,  etc. 

CONFECTIONERY  DAILY  PRODUCTION  SHEET 

fnr^d<Htaile<^  rec,ord  kind  and  Quality  of  confectionery  produced 

for  the  day— is  often  combined  with  the  confectionery  daily  order. 

CONFECTIONERY— STOCK  SHEET 

A  record  of  production  and  sales  of  confectionery  and  the  stock  in  hanri 
on  any  g.ven  date  or  a  list  of  the  stock  taken  for  Balance  Sheet Eposes 

CONTRACT  SYSTEM  OF  WAGE  PAYMENT 

thele^mXKnforfgi^TtaT5  ^  CmP'°yeeS  f°r  3  feed  price  for 
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•CONTROL  ACCOUNTS-See  also  Cost  Control  Account. 

Accounts  which  constitute  the  links  between  the  Cost  Accounts  and  the 
Financial  Books  and  ensure  their  interlocking. 


♦CONVERSION  COST 

The  cost  of  converting  raw  materials  into  prepared  materials  or  finished 
products,  exclusive  of  the  cost  of  raw  materials. 


COST 

The  value  in  terms  of  money  of  the  materials,  wages  and  overheads 
which  comprise  an  all-in  cost. 


♦COST  ALLOCATION 

The  distribution  of  cost  to  units,  processes,  services  or  products  in 
the  proportions  in  which  they  have  incurred  it. 

COST— COMPONENT  PARTS 

The  chief  components  are  materials,  hired  labour  and  expense,  divided 
into  Manufacturing  or  Bakehouse  Expense,  Shop  Expense  and  Delivery 
Expense. 


COST  AT  BAKEHOUSE 

This  covers  ingredients,  direct  wages,  and  bakery  overheads — see 
Bakehouse  Expense. 

♦COST  CONTROL  ACCOUNT 
A  cost  account  which : 

(a)  indicates  at  any  time,  the  state  of  work  in  progress,  stock  in  hand, 

etc.,  not  readily  ascertainable  by  physical  inspection;  and  so 

(b)  provides  a  check  on  the  appropriation  of  materials,  wages  and 

expense. 


♦COST,  ELEMENTS  OF 

The  main  divisions  into  which  total  cost  is  divided,  i.e.  materials, 
wages,  expense. 

COST  LEDGER 

The  book  of  account  in  which  is  entered  details  of  the  cost  of  materials, 
labour  and  expense  and  total  cost. 

The  expense  is  finally  summarized  under  the  main  headings  of  Bake¬ 
house,  Shop  and  Delivery  Cost— or  the  Account  of  each  expenditure  made 
may  show  the  division  of  the  expense  in  that  account  under  the  headings 
of  Bakehouse,  Shop  and  Delivery. 

COST  OF  DISTRIBUTION— See  Distribution  Expense. 

COST  OF  PRODUCTION 

Prime  Cost  and  Bakehouse  Expense  0 q.v .). 

COST  PLUS  CONTRACTS— See  Time  and  Lime. 

COST  OF  PRODUCTION— BREAD 

The  cost  of  flour,  yeast,  salt,  fats  and  other  ingredients  used,  the  labour 
cost  and  the  Bakehouse  Expense. 
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COST  OF  PRODUCTION— CONFECTIONERY 

The  cost  of  the  flour,  fruit,  eggs,  fat  and  other  ingredients  used,  the 
labour  cost  and  the  Bakehouse  Expense. 


♦COST  SHEET 

The  form  on  which  are  assembled  the  costs  of  a  specific  product,  pro¬ 
cess,  order,  job,  unit  or  service. 

♦COST  TOTAL 

The  sum  of  all  items  which  comprise  the  cost  of  production,  adminis¬ 
tration,  selling  and  distribution. 


♦COST  UNIT 

The  quantity  upon  which  cost  can  be  conveniently  allocated  or  deter¬ 
mined  (such  as  the  sack  of  flour  or  quartern  of  bread,  or  100  lb.  of  bread 
in  Bread  Costs  and  the  number  of  lb.  of  cake  or  batches  or  other  unit  in 
confectionery). 


♦COSTING 

Comprises  the  following: 

(а)  the  allocation  of  expenditure  to  cost  accounts  relating  to  produc¬ 
tion,  selling  and  distribution  departments; 

(б)  the  assembly  and  classification  of  records  relating  to  output, 
operations,  processes  and  to  the  use  of  facilities; 

(c)  the  determination  of  actual  and  standard  costs  of  products,  orders, 
jobs  and  other  cost  units  by  means  of  the  above  information; 

id)  the  investigation,  measurement  and  explanation  of  differences 
between  actual  and  standard  costs  and  performances; 

(e)  the  examination  of  schemes  and  proposals  from  the  standpoint  of 
cost  and  of  their  probable  effect  upon  sales,  selling  prices,  profits 
and  working  conditions; 

(/)  the  presentation  of  such  information  in  a  lucid  and  convenient 
form; 

(g)  the  interpretation  and  explanation  of  all  cost  records,  information 
and  results  in  terms  most  suitable  for  the  control  and  adminis¬ 
tration  of  the  business  concerned. 


COSTING— METHOD  EMPLOYED 

The  usual  method  is  batch  costing  or  unit  costing— the  latter  being  the 
most  common  The  total  cost  of  production  and  selling  and  distribution 
in  the  case  of  bread  being  divided  by  the  number  of  sacks  of  flour  used  or 
by  the  number  of  quarterns  of  bread  produced  in  the  period.  In  the  case 
of  confectionery  the  total  value  of  the  confectionery  produced  is  divided 
by  the  total  cost  of  production  (after  having  reduced  the  total  cost  to 

£2°*  Thu  ^  15  thue  COSt  per  £1  °f  confectionery  produced  Another 
of  cake  produced^1"8  ^  C°St  °f  production  thc  number  of  lb. 


♦DEFECTIVE  WORK  CHARGES 

The  cost  of  rectifying  faulty  work  caused 
workmanship  or  management. 


by  defects 


in  design, 


material, 
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DELIVERY  CHARGES  (EXPENSE) 

Delivery  Wages— these  are  the  wages  that  are  divisible  between  the 
several  Rounds  such  as  Wages  to  Rounds  Foreman,  Motor  Mechanic, 
Engineer,  Driver  of  Feeder  Van,  Office  (Book-keepers,  etc.)— (Rounds¬ 
men  s  Wages  and  Commission  are  direct  Wages  and  are  shown  as  a  direct 
charge  to  the  costs). 

Motor  Van  (Petrol)  Running  Expenses — Tax,  Insurance,  Petrol,  Oil, 
Tyres,  Repairs  and  replacements,  painting,  etc.,  also  Depreciation  of 
Motor  Vans  (25  per  cent  flat  rate  on  cost  price). 

Electric  Van  Running  Expense — Tax,  Insurance,  Hire,  Current,  Oil 
Tyres,  Repairs,  Replacements,  Painting,  also  Depreciation  of  Electric 
Vans  (20  per  cent  flat  rate  on  cost). 

Horse  Van  Running  Expense — Horse-Feed,  Bedding,  Shoeing,  Vets’ 
Charges,  Medicines,  Horse  Hire,  Painting  and  Repairs  to  Vans,  Harness 
Repairs,  Depreciation  of  Horses,  Vans,  Harness  (15  per  cent  flat  rate  on 
cost  of  vans  and  harness).  Horses  should  be  revalued  each  year  at  not 
more  than  cost  price  and  the  difference  written  off. 

Barrow  Running  Expense — Painting  and  Repairs,  Oil,  Grease.  Depre¬ 
ciation  of  Barrows  (15  per  cent  flat  rate  on  cost). 

Garages  and  Stables. — This  item  includes  Rent,  Rates,  Water,  Repairs 
to  Garage  and  Stable  buildings,  Lighting  and  Heating,  etc. 

Insurances. — Workmen’s  Compensation  (Rounds),  Fire  (Garages  and 
Stables,  Stable  Stock),  National  Health,  etc.  (Employer’s  Contribution), 
etc. 


Management  Salaries. — Part  of  Directors’  or  Managers’  salaries  for 
time  spent  supervising  the  Delivery  Department. 

Books,  Bags,  and  Stationery.— Customers’  Books,  Bags,  Paper, 
String,  Bread  Ledgers,  Roundsmen’s  Books,  Billheads,  Stationery. 

Advertising.— Leaflets,  Showcards,  Press  Advertising,  other  Adver¬ 
tising  and  Samples  given  away. 

Discounts. — Wholesale  or  Trade  Allowances  or  Discounts,  Cash 
Discounts  to  Customers. 

Telephone.— Rental,  Trunk  and  Local  Calls,  etc.— Garage  and  Stables 

only.  ,  . 

Bank  Charges. — Interest  and  Charges  (part  only) — not  annual  interest 

or  on  fixed  loans.  , 

Sundry  Expenses.— Bread  Baskets,  Cleaning  Materials  Roundsmen  s 
Teas.  Interest  on  Hire  Purchase  of  Vehicles  and  any  other  items  no 
included  under  above  named  headings.  (Only  such  part  of  Sundry 
Expense  ”  that  can  be  charged  to  Delivery.) 

Bad  Debts— (rounds  only). 

Waste  and  Allowances.— Estimated  or  actual  on  Sales,  Damaged  and 
Broken  Goods.  Allowances  to  Customers. 


DELIVERY  EXPENSES— See  Delivery  Charges. 


DELIVERY  OR  ROUNDS  BOOK 

The  small  book  used  by  roundsmen  to ^Vhe'Brefd^dge"  ' The 
customers  from  day  to  ^^^s'a^ordS  in  the  B^ad  Ledger. 
There^s’also’a^ombinetf  loose-leaf  book  weaves  all  postings. 
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DELIVERY  NOTE 

(1)  A  form  of  request  to  receive  goods  which  may  or  may  not  contain 
detailed  description. 

(2)  An  advice  of  goods  to  be  received. 

DELIVERY  WAGES— See  Delivery  Charges. 


DEPARTMENTAL  CHARGES 

The  allocation  of  Overheads  to  the  Bakehouse  and  other  Department, 
or  to  Bread  Manufacture,  Confectionery  Manufacture,  Shops  Expense  or 
Delivery  Expense. 


^DEPARTMENTALIZATION 

The  organization  of  a  business  and  the  classification  of  its  expenditure 
functions  and  operations  on  the  basis  of  departments  (such  as  Bread 
Manufacturing,  Confectionery,  Manufacturing,  Shop  Departmental 
Charges,  Delivery  Department  charges). 


DEPRECIATION 

Depreciation  is  the  loss  in  value  which  takes  place  in  the  assets  of  a 
Bakery,  due  to  effluxion  of  time,  as  in  the  case  of  leases,  weather  in  the 
case  of  buildings,  by  use  in  the  case  of  machinery,  plant,  vans,  fixtures,  etc., 
the  following  are  the  usual  rates : 

Buildings — up  to  2\  per  cent  flat  rate. 

Horses,  Carts  and  Harness— by  a  revaluation  each  year  of  each 
article. 

Motor  Vans — a  revaluation  each  year  or  a  flat  rate  of  25  per  cent  on 
cost  of  Petrol  Vans — Electric  Vans  20  per  cent. 

Machinery — a  revaluation  or  a  flat  rate  of  10  per  cent  per  annum. 

Plant — see  Machinery. 

Shop  Fixtures  and  Fittings — a  flat  rate  of  10  per  cent  per  annum  or  a 
revaluation. 

There  are  two  more  usual  methods  of  providing  for  depreciation  (a)  by 
writing  off  the  value  in  equal  yearly  instalments  or  ( b )  on  the  diminishing 
value  basis— say  10  per  cent  on  £100  for  first  year  leaves,  £90  and  10  per 
cent  on  £90  for  second  year  leaves  £81.  The  flat  rate  is  recommended. 


DEPRECIATION— FOR  TAXATION  PURPOSES 

Normal  deterioration  in  value  which  takes  place  during  the  life  of  an 
asset  in  consequence  of  its  usage  (i.e.  Wear  and  Tear). 

This  does  not  include  depreciation  owing  to  other  circumstances  or  to 
obsolescence.  Special  rates  have  been  agreed  for  the  trade. 

(a)  The  basic  allowance  is  8  per  cent  (plus  one-fifth)  on  bakery  plant 
and  machinery.  Any  individual  or  firm  who  considers  that  the 
present  conditions  of  trading  justify  an  increased  allowance  in 
his/their  case  may  apply  for  an  additional  allowance— each 
application  will  be  dealt  with  on  its  merits. 

(b)  The  allowance  made  will  apply  to  the  whole  of  the  oven  structure 
/.e  bnckwork  and  metal  part,  instead  of  only  to  the  metal  part 
of  the  structure  as  heretofore. 


(c)  These  alterations  operate  as  from  April,  1941 
These  rates  are  insufficient  for  Balance  Sheet  purposes. 
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*DIFFERENTIAL  PIECE-RATE  SYSTEM 

A  method  of  remuneration  in  which  a  scale  of  quantities  is  first  deter¬ 
ged  and  piece  rates  are  fixed  which  are  applicable  to  each  quantity 
differentiation  being  on  a  sliding  scale. 

DIRECT  CHARGES — See  Direct  Expense. 

DIRECT  COST — See  Prime  Cost. 

♦DIRECT  DEPARTMENTAL  EXPENSES 

All  items  of  cost  other  than  materials  and  wages  which  can  be  charged 
directly  to  specific  departments,  such  as :  rent,  rates,  gas,  water,  light,  heat, 
power  and  salaries. 

DIRECT  EXPENSE 

An  expense  chargeable  direct  to  the  production  of  an  article  or  process 
— such  as  a  special  type  of  expense  incurred  for  a  particular  order. 

♦DIRECT  GOODS  ACCOUNT 

An  account  to  which  are  charged  materials  purchased  for  a  specific 
cost  unit. 

DIRECT  LABOUR — See  Labour,  Direct. 

♦DIRECT  PRODUCTION  TIME— See  also  Labour,  Cost  of. 

The  measures  of  Direct  Labour  in  terms  of  time. 

DIRECT  WAGES 

Bakehouse  wages  for  those  actually  engaged  in  producing  the  Bread 
and  Confectionery — it  includes  the  working  foreman  and  wages  payable 
to  the  employer  and  his  family  if  working  in  the  bakehouse — all  wages  to 
be  at  not  less  than  Wages  Board  rates  for  the  job  and  for  their  district. 

DISTRIBUTION— See  Delivery  Charges. 

♦DOCKETS 

Generally  used  as  a  description  of  a  label,  tag,  card  or  form.  This  term 
is  not  specificially  descriptive  of  any  particular  document  and  is  sometimes 
loosely  applied  to  Bin  Cards,  Stores  requisitions,  Piece  Work  contracts, 
Time  Cards,  etc. 

DOUGH  SHEET 

A  daily  bakehouse  record  of  times,  temperatures,  quantities  of 
materials  used  and  other  technical  data  in  connection  with  each  dough 
made— m  some  cases  the  output  is  also  shown. 

DRAWINGS  ACCOUNT 

A  record  of  the  actual  withdrawal  from  the  business  by  cash  or  by 
cheque  or  by  goods  for  personal  use  of  the  proprietor  and  his  household. 

ESTIMATING  .  .  . 

The  calculation  of  the  anticipated  cost  made  before  manufacture  is 
commenced  on  a  commercial  scale. 

♦EXPENSE 

Expense  is  the  third  element  of  cost,  which  is  combined  with  materials 
and  wages  to  produce  Total  Cost. 
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♦EXPENSE  ALLOCATION 

The  process  of  distributing  items  of  expense  to  the  appropriate  pro¬ 
ducts,  services  or  to  departments. 

EXPENSE— GENERAL 

General  Expense  is  an  item  which  cannot  be  charged  direct  to  articles 
or  Departments. 

EXPENSE— SCHEDULE  OF 

A  schedule  of  expense  based  on  the  actual  expense  incurred  in  one  or 
more  previous  accounting  periods.  These  form  the  basis  of  estimates  of 
the  cost  of  overheads  for  the  current  year  or  other  current  accounting 
period. 

FACTORY  ACTS 

Factory  Acts  are  the  statutes  relating  to  the  regulation  of  employment, 
recording  of  accidents  to  employees,  the  use  of  machinery,  etc. 

FACTORY  COST  OR  WORKS  COST— See  Cost  of  Production. 

FACTORY  EXPENSE — See  Bakehouse  Expense,  also  Overhead. 

FACTORY  GENERAL  CHARGES — See  Bakehouse  Expense,  also 
Overhead. 

FACTORY  INDIRECT  EXPENSE — See  Bakehouse  Expense,  also 
Overhead. 


FACTORY  OVERHEAD  OR  ONCOST— See  Overhead. 


FINAL  SUMMARY  OF  PRODUCTION  AND  DISTRIBUTION 

The  final  summary  containing  the  total  cost  of  each  department  under 
the  headings  of  materials  (in  detail  or  total),  Wages,  Bakehouse  Expense, 
Shop  Expense  and  Delivery  Expense. 


FINANCIAL  BUDGET — See  Budgetary  Control. 

FINISHED  STOCK  (Manufactured  Stock  or  Completed  Stock) 

The  completed  product  awaiting  sale  or  dispatch. 


♦FINISHED  STOCK  RECORD 

The  record  of  finished  stock  received  into  store. 

♦FIXED  ASSETS 


The  permanent  equipment  of  an  undertaking. 

♦FIXED  CHARGES  (OR  EXPENSE) 

Expenses  that  do  not  vary  substantially  with  the  volume  of  trade  or 
output,  such  as  Rent,  Rates,  Salaries,  etc. 

♦FIXED  PLANT 


Plant,  machinery  and  other  equipment  fixed  in  a  definite  position. 
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♦FLOATING  ASSETS 

“  Those  assets  which  in  the  ordinary  course  of  business  are  continually 
changing  and  which  are  intended  either  for  consumption  in  the  ordinary 
process  ot  manufacture  or  trading  operations  or  for  sale,  and  such  inter¬ 
mediate  forms  (Book  Debts,  Bills  Receivable,  etc.)  as  they  may  take  in  the 
process  of  conversion  into  cash. 

“  Cash  and  all  forms  of  temporary  investment  are  also  included  under 
this  heading  ”  (Dicksee). 

FLOUR  PURCHASES 

A  summary  of  the  flour  bought  and  received  for  a  given  period  showing 
the  quantities  in  number  of  sacks,  the  value  of  such  purchase  and  the  total 
thereof. 

FLOUR  STOCK  ACCOUNTS 

Accounts  for  each  type  of  Flour  in  stock,  purchased,  used  and  sold  and 
the  balance  of  stock  remaining  over  at  a  given  date.  There  may  also  be  a 
total  stock  account  or  control  account  for  the  whole  of  the  flour.  These 
accounts  are  kept  in  quantity  as  well  as  value. 

FUEU— CONSUMPTION  OF 

The  amount  of  Fuel  used — a  similar  type  of  account  as  that  used  for 
stocks — see  Flour  Stock  Accounts. 


GENERAL  EXPENSES— ALLOCATION 

The  apportionment  of  such  Expenses  between  Departments  where 
these  cannot  be  directly  chargeable  to  Departments. 

GOODS  FOR  RESALE 

Such  goods  as  biscuits,  tea,  sweets,  etc.,  purchased  or  other  articles 
which  are  not  made  in  the  Bakery. 


HORSEKEEP 

Horsekeep  includes  corn,  oats,  beans,  hay  and  other  feed  and  bedding 
such  as  straw,  peat,  etc. 

♦HOURLY  RATE 

The  rate  per  hour  to  be  charged  to  a  manual  or  machine  operation  to 
charge  overhead  expense.  It  may  also  include  direct  labour. 

IDLE  LABOUR  EXPENSE— See  Waiting  Time. 

IDLE  TIME— See  Waiting  Time. 

INGREDIENTS— BREAD 

These  include  Flour,  Salt,  Yeast,  Bread  improvers,  Cones  and  any 
other  ingredients  which  enter  directly  into  the  finished  product. 

INGREDIENTS— CONFECTIONERY 

Flour,  Sugar,  Eggs,  Fruits,  Nuts,  Colourings,  Flavourings  and  Cake 
Ornaments  and  Boards. 


INSURANCE 

This  includes  National  Health  and  Unemployment  Insurance  part  ot 
which  is  recovered  by  deduction  from  wages.  This  should  be  included  in 
the  costs  as  part  of  the  wages — not  as  an  overhead. 
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Workmen’s  Compensation.— A  legal  liability  exists  to  insure  workmen 
against  accidents. 

Fire.— The  risk  of  fire— on  Building,  Plant  and  Machinery,  Furniture, 
Fittings,  etc. 

Commodity— War  risk  damage  on  stock,  etc. 

War  Damage.— War  Risk  damage  to  buildings. 

Consequential  Loss  against  loss  of  profits  and  standing  charges. 

♦INVENTORY 

A  detailed  record  of  buildings,  plant,  stock,  etc.,  indicating  its  state  at 
any  particular  time,  together  with  any  similar  information  which  may  be 
required. 

INVOICE — BAKERY — See  Branch  invoices. 


INVOICE — SHOP — See/Branch  invoices. 


INWARDS  BOOKING 

A  record  of  Goods  such  as  Raw  Materials  or  Ingredients,  Fuel  or  any 
other  commodity  received. 

♦JOB  CARD 

The  card  on  which  is  entered  a  record  of  the  time  spent  on  any 
particular  operation  or  job.  In  addition,  the  job  card  may  contain 
details  of  the  operations  performed. 

♦JOB  NUMBER 

The  identification  number  and/or  symbol  allotted  to  each  job  for: 

(a)  tracing  and  location  purposes; 

(b)  costing. 

JOURNAL— PURCHASES 

A  day-to-day  record  of  invoices  for  goods  received  the  total  of  which 
compnsesthe  purchases  for  a  period.  Often  kept  in  analytical  form  with 
such  headings  as  Flour  purchased  in  quantity  and  value,  other  goods  and 

goods  for  resale  there  may  also  be  other  columns  for  Expense  and  Capital 
Expenditure,  etc.  y 


LABOUR— ACCOUNTING  FOR 

A  record  of  work  done  for  a  given  wage. 

♦LABOUR— COST  OF 

The  wages  paid  for  direct  and  indirect  labour  expended  in  rendering  a 
ervice  or  m  the  production  of  a  product  or  any  component  or  part  thereof. 

LABOUR,  DIRECT 

oroon^ucSronie  p/oXl'^  C0mp0siti0"’  conformation 

♦LABOUR,  INDIRECT 

confbm^io^o^construction^of  the^roduct!^6  C°mp°sition’  condition. 
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LIABILITIES 

The  debts  due  to  millers  and  other  suppliers  and  for  Rent,  Rates  and 
for  other  Expense  of  the  business. 

LIGHT  AND  HEAT— CONSUMPTION  OF 

A  record  of  the  Light  and  Heat  used  for  any  given  period — showing 
the  units  and  value. 


♦LOOSE  PLANT  OR  LOOSE  TOOLS 

Machinery  and  Tools  required  for  manufacture,  which  have  no  fixed 
or  definite  location  in  the  factory  and  can  be  moved  freely  from  one  part 
to  another. 


MACHINE  CARD— See  also  Plant  Record. 

A  card  for  recording  output  per  machine,  and,  if  required,  stoppages, 
breakdown  and  repairs.  It  may  also  record  date  of  purchase,  price  and 
value  for  depreciation  purposes. 

♦MACHINE  RATE— See  Hourly  Rate. 

♦MAINTENANCE  EXPENSES 

Expenses  incurred  in  the  upkeep  and  preservation  in  running  order  of 
fixed  assets  (q.v.). 

♦MANAGEMENT  EXPENSE— See  Administration  Expense. 
MANAGEMENT  SALARY 

The  remuneration  paid  to  Directors,  Managers  and  others  for  managing 
the  concern.  It  may  take  the  form  of  Salary  only  or  Salary  and  Com¬ 
mission.  It  may  be  divisible  between  Manufacture  (Bakehouse), 
Distribution  and  Selling  (Shop  and  Delivery). 


♦MASS  PRODUCTION 

The  production  in  large  quantities  of  standardized  products  with  the 
primary  object  of  reducing  cost.  The  essential  features  are  a  constant  and 
uninterrupted  flow  of  work,  the  use  of  labour-saving  tools  and  equipment 
specially  designed  for  specific  operations,  and  the  subdivision  of  processes 
into  their  simplest  forms  to  avoid  loss  of  output  due  to  loss  of  time  in 
changing  over  from  one  operation  to  another. 

MATERIALS 

(a)  Bread:  Flour,  salt,  yeast,  fat,  yeast-foods,  etc. 

(b)  Confectionery:  Flour,  sugar,  eggs,  fats,  fruits,  nuts,  colourings, 
flavourings  and  cake  ornaments  and  boards. 

MATERIALS— BUYING— See  Buying  Materials. 

MATERIALS— CARE  OF  ...... 

The  storaee  in  suitable  accommodation  and  in  good  order,  the  storage 
bein^done  so  as  to  facilitate  the  rapid  movement  of  the  '"8“  The 
store8  to  be  kept  in  such  temperatures  as  may  be  most  suitable  for  the 

various  materials. 

♦MATERIAL,  CONTROL  ...  f  A 

Comprises  the  purchasing,  receiving,  storing  and  issuing  of  every  i 
of  material,  with  effective  checks  to  prevent  misappropriation  and  waste. 
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*  MATERIAL,  DIRECT 

Material  that  forms  part  of  the  product. 

*  MATERIAL,  INDIRECT 

Material  which  cannot  be  identified  as  part  of  the  product. 
MATERIALS— ORDER  BOOK 

A  book  with  numbered  leaves  and  with  carbon  copies  used  to  order 
materials — a  written  order  is  advisable  for  all  materials. 

MATERIALS— RECEIVED  BOOK 

A  Bakehouse  record  of  actual  quantities  of  materials  received  and 
inspected — a  carbon  copy  is  left  in  the  book — the  original  goes  to  the  office 
for  checking  of  invoices. 

MATERIALS,  USED— DOUGH  SHEET— See  Dough  Sheet. 

MATERIALS,  USED— CONFECTIONERY  SHEET 

A  list  of  confectionery  materials  showing  stock  in  hand  at  the  beginning 
of  the  week  and  materials  received.  By  deduction  of  the  stock  at  the  end 
of  the  week,  the  consumption  or  usage  of  materials  is  found.  This  con¬ 
sumption  is  priced  out  and  a  total  of  materials  used  for  the  week  can  be 
ascertained. 


MIXTURE  CARD— See  Batch  Card. 


'MULTIPLE  COSTING 

A  method  of  costing  by  aggregate  where  a  great  variety  of  articles  is 
produced. 


NATIONAL  INSURANCE — See  Insurance. 

NOMINAL  AND  EXPENSE  ACCOUNTS 

A  classified  List  of  Accounts — see  under  Private  Ledger. 


NON-PRODUCTIVE  EXPENSE  LABOUR — See  Labour,  Indirect. 
NON-PRODUCTIVE  LABOUR — See  Labour,  Indirect. 

'NORMAL  COST 


A  Standard  Cost  for  which  normal  working  loads  and  other  working 
conditions  have  been  taken  as  the  standard.  S 


'OBSOLESCENCE 


The  process  by  which  assets  diminish 
or  causes  other  than  wear  and  tear. 


in  value  owing  to 


supersession 


ONCOST — See  Overhead. 


'OPERATION  COSTING 

production.  °f  C°S‘ing  by  0pcrations  applicable  to  quantity  or  mass 
*OUTPUT  COST — See  Unit  Costing. 
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ORDER  BOOK— MATERIALS 

A  book  with  numbered  leaves  and  carbon  copies  used  to  order 
materials.  A  written  order  is  advisable  for  all  materials. 

ORDER  FOR  MANUFACTURE 

A  written  order  to  the  bakehouse  showing  the  goods  required  to  be 
made  during  the  next  day  or  night. 

ORDER  FOR  BREAD  PRODUCTION— See  Bread  Order. 

ORDER  FOR  CONFECTIONERY  PRODUCTION— See  Confectionery 
Daily  Order. 

♦ORDERING  LEVEL 

The  point  in  the  reduction  of  a  stock  commodity  where  action  to 
replenish  should  be  taken. 


♦OVERHEAD 


The  cost  of  indirect  material,  indirect  labour  and  indirect  expense. 

Overhead  may  be  subdivided  into: 

(a)  Bakery  Expense. 

(b)  Shops  selling  expense. 

(c)  Rounds  or  Delivery  Expense. 

The  component  items  of  Overhead  having  been  assembled  under  the 
above  headings,  the  totals  are  then  distributed  in  such  a  manner  as  will 
ensure  their  recovery  in  equitable  proportions  through  each  cost  unit  of 
Bread  and  Confectionery. 

Overheads  are  sometimes  referred  to  as:  Burden,  Oncost,  Establish¬ 
ment  Charge,  General  Expense  and  Indirect  Expense. 

(a)  Bakehouse  Expense  (also  referred  to  as  Factory  Overhead  and 
Works  Overhead).  It  includes  all  indirect  expenditure  incurred  by 
the  factory  from  the  receipt  of  a  raw  material  until  the  finished 
product  is  placed  in  the  warehouse  ready  for  dispatch  (see  Bake¬ 
house  Expense  for  details). 

( b )  Shop  selling  Expense.  Includes  all  expenditure  incurred  in  the 
shops  in  selling  the  goods — see  Shop  Selling  Expense. 

(c)  Rounds  or  Delivery  Expense.  Rounds  Overheads,  viz. :  Wages  of 
Rounds  Foreman,  Motor  Mechanic,  Engineer,  Driver  ol  Feeder 
Van,  Petrol,  Motor  Running  Expense,  Electric  Motor  Van 
Expense,  Horse  Van  Expense,  Rent,  Rates,  etc.,  ot  stables,  Insur¬ 
ance,  etc. — See  under  Delivery  Charges. 

OVERHEAD— ADMINISTRATION— See  Administration  Expense. 


♦PAYMENT  BY  RESULTS 

Remuneration  for  increased  effort,  e.g.  by  means  of  piecewor  , 
PreS^-c SSsI  example  of  payment  by  results,  and 

C°nSm  S 

increased  output  or  on  the  saving  of  time  on  a  defimte  tune  allowance. 


PAY  RATES — See  Wages  Trade  Board. 
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PETTY  CASH 

The  small  items  paid  out  day  by  day  for  expense  incurred  such  as 
travelling,  postage,  cleaning,  etc.  A  floating  balance  should  be  kept  and 
made  up  by  cheque  cashed  each  week. 

♦PERPETUAL  INVENTORY 

A  method  of  recording  Store  balances  after  every  receipt  and  issue,  to 
facilitate  regular  checking  with  quantities  actually  in  store  and  thereby 
obviate  closing  down  for  stocktaking. 

♦PIECE  RATES— See  Piecework  Price. 

♦PLANT— See  Fixed  Plant  and  Loose  Plant  or  Loose  Tools. 

PLANT  AND  MACHINERY  INVENTORY— See  Inventory. 

♦PLANT  RECORD 

A  classified  record  of  fixed  and  loose  plant  by  units  and/or  groups, 
giving  details,  e.g.  origin,  cost,  date  of  purchase,  depreciation  and  repairs, 
and  location. 

POWER,  CONSUMPTION  OF 

A  record  of  the  units  of  power  consumed  for  a  given  period  on  the 
cost  of  same. 

♦PREDETERMINED  COST— See  also  Standard  Costing. 

Cost  completed  in  advance  of  production  by  reference  to  a  specification 
of  all  factors  affecting  cost.  A  pre-determined  cost  may  become  a 
standard  Cost. 

PREMIUM  BONUS — See  Payment  by  Results. 

♦PRIME  COST 

Those  direct  items  of  cost  which,  entering  into  forming  part  of  the 
product,  are  charged  directly  to  the  product,  i.e. 

(a)  Direct  Material. 

( b )  Direct  Labour. 

(c)  Direct  Expense. 

PRIVATE  LEDGER 

The  following  is  a  list  of  the  usual  headings  in  the  Nominal  or  Private 
Ledger  ot  a  Bakery.  Goodwill,  Freehold  Premises  and  Leasehold 
Premises  Fixed  Plant  and  Machinery,  Loose  Plant,  Fixtures  and  Fittings 
Motor  Vans,  Horses,  Horse  Carts  and  Harness.  Rarrnws 


if  .  -  •  — — L  '-I'.uuuis  ana  Jtxper 

any,  Drawing  or  Current  Accounts,  and  Capital  Accounts. 
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PRIVATE  LEDGER— SCHEDULE  OF  ACCOUNTS— See 
Ledger. 


Private 


♦PROCESS  COSTING 

A  method  of  costing  applied  to  manufacture  carried  on  by  processes 
which  have  one  or  more  of  the  following  features: 

(a)  That  the  product  of  one  process  becomes  the  material  of  a  subse¬ 
quent  process. 


(b)  That  different  products  (including  by-products)  are  produced 
simultaneously  at  the  same  process. 

(c)  That  products  (ultimately  differing  only  in  shape  or  form)  are  not 
distinguishable  one  from  another  during  one  or  more  of  the 
processes  of  the  series  to  complete  the  manufacture. 


♦PRODUCTION  EFFICIENCY 

The  ratio  of  Actual  Cost  or  actual  time  to  Standard  Cost  or  standard 
time. 


PRODUCTION  EXPENSE— See  Overhead. 


♦PRODUCTION  ORDER 

Written  instructions  to  the  factory  detailing  work  to  be  put  in  hand. 
PRODUCTIVE  EXPENSE— See  Overhead. 


PRODUCTIVE  HOUR  METHOD— See  Hourly  Rate. 

PROPRIETOR  S  SALARY 

An  actual  or  assumed  charge  for  the  time  occupied  by  the  proprietor 
of  a  bakery  business,  in  managing  the  concern — usually  based  on  the 
salary  which  would  be  paid  to  a  manager  who  would  carry  out  the  duties 
involved. 


PURCHASE  JOURNAL 

A  day-to-day  record  of  invoices  for  goods  received,  the  total  of  which 
comprises  the  purchases  for  the  period  often  kept  in  analytical  form 
with  such  headings  as  flour  purchased  in  quantity  and  value,  other 
goods  for  resale.  There  may  also  be  columns  for  Expenses  and  Capital 
Expenditure,  etc. 


RATES 

The  Assessment  made  on  the  premises  by  a  local  authority  to  cover 
the  expenditure  incurred  in  upkeep  of  Roads,  Public  Health  Services, 
Public  Lighting  and  other  Public  Services  for  a  given  period. 

♦RECIPE  COSTING— See  Standard  Costing. 


RECONCILIATION  OF  COSTS  WITH  FINANCIAL  RECORDS 

The  weekly  costs  are  summarized  for  the  period  covered  by  the  trading 
and  Profit  and  Loss  Accounts  and  the  totals  of  materials  wages  and 
Expense  as  shown  in  the  costs  summary  is  agreed  or  reconciled  with  the 
materials,  wages  and  Expense  shown  in  the  Trading  and  Profit  and  Loss 


Accounts. 
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rents 

The  amount  paid  under  a  lease  or  agreement  for  the  use  of  the  Bake¬ 
house  Shop,  Stables  or  Garage.  Where  the  premises  are  owned  by  the 
business  or  the  Proprietor  a  charge  equivalent  to  the  net  annual  value  may 
included  in  the  costs.  The  rent  is  divided  between  the  departments. 


repairs  to  premises 

The  expenditure  required  to  keep  up  the  value  of  the  premises. 

REPAIRS  TO  VANS  AND  BARROWS— PLANT  AND  MACHINERY 
The  expenditure  required  to  keep  up  the  value  of  this  equipment. 

REQUISITION— STORES 

An  authorization  to  the  Storekeeper  to  issue  raw  material,  prepared 
material,  finished  parts  or  other  stores. 


RESALE— GOODS  FOR 

Goods  purchased  ready  for  resale  such  as  Tea,  Cocoa,  Chocolates,  etc. 
RETURNS— BRANCH— See  Branch  Returns. 


ROUNDS  DELIVERY  BOOK— See  Delivery  Rounds  Book. 


SALARY,  MANAGEMENT— See  Management  Salary. 


SALES— CASH 

Sales  paid  for  at  the  time  the  goods  are  handed  over. 


SALES— CREDIT 

Sales  not  paid  for  at  the  time  the  sale  takes  place  (see  Bread  Ledger). 
SALES— SHOP 

The  sales  of  goods  from  the  shop — these  may  be  either  for  cash  or 
credit — cash  taken  for  sales  made  on  the  rounds  should  not  be  included 
in  shop  sales. 


SALES— SUMMARY  OF 

A  record  of  the  totals  of  the  Bread  Ledger  or  other  Ledger  kept  for  the 
credit  sales.  It  may  include  all  other  sales  such  as  branch  sales,  shop  sales. 
Restaurant  Sales,  etc. 


SALES— ROUNDS 

The  sales  made  by  the  roundsmen — the  cash  may  either  be  paid  to  the 
roundsmen  or  in  the  shop. 


*SELLING  COST — See  also  Cost,  Total. 


^SELLING  EXPENSE — See  also  Overhead. 

All  expense  incurred  in  obtaining  orders  and  marketing  commodities 
or  servjces,  including  such  items  as  sales  office  expenditure;  travellers’ 
salaries,  commission  and  expenses;  catalogues,  price  lists  and  advertise¬ 
ments  ,  samples  and  patterns  of  saleable  lines ;  discounts  allowed. 


SELLING  PRICE— BREAD 

the  Rn';S"i?xPr!(Ce?f  bread  is  Iargely  resulated  by  Bread  Orders  made  by 

"me  10  “"*•  APP|y  «°  H.M.  Stationery  Office" 
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SELLING  PRICE— CONFECTIONERY 


During  the  War  the  price  has  been  regulated  under  Confectioners’ 
Orders.  See  Selling  Price,  Bread,  above. 


SHOP  SELLING  EXPENSE 

AH  expenditure  in  the  Shop  in  selling  the  goods,  Shop  Salaries,  Wages 
and  Commission,  Rent,  Rates,  Water,  Repairs,  Insurance,  Management 
Salary  (part).  Wrapping  paper,  bags,  cartons,  books  and  stationery’ 
Advertising  (part),  Telephone,  Office  Expense,  Sundry  Trade  Expense 
Shop  waste  and  allowances  to  customers,  Repairs  to  Fixtures  and  Fittings, 
Bad  Debts;  Depreciation  of  Shop  Fixtures. 


SHOP  WAGES — See  Shop  Selling  Expense. 


SHOP  SALES  BOOK— See  Till  Book. 


♦SINGLE  (OUTPUT)  COSTING 

A  method  of  ascertaining  cost  where  only  one  commodity  is  produced. 

♦SPECIFICATION  OF  MATERIALS 

Details  of  raw  or  prepared  materials  required  for  a  unit  of  production. 

♦STANDARD  COSTING 

The  determination  of  standard  costs  of  standard  products,  produced  in 
standard  quantities  under  standard  conditions  which  may  be  normal  or 
otherwise. 


STOCK  CARD — See  Stores  Ledger. 

STOCK  SHEET— BREAD 

A  list  of  stock  on  hand  on  a  given  date  showing  quantity  and  value  of 
each  article  should  be  taken  at  Bakehouse  cost  price  with  allowance  for 
stales,  etc. 

STOCK  SHEET— CONFECTIONERY 

A  list  of  the  stock  on  hand  showing  quantity  and  value  of  each  article 
on  a  given  date,  should  be  priced  at  Bakehouse  cost  price,  rough  allowance 
for  stales,  etc. 

♦STOCK  RECORD— See  also  Bin  Tag  or  Card. 

Statistical  and  descriptive  information  as  to  the  stock  of  all  kinds  of 
raw  and  prepared  materials  and  of  the  receipts  and  issues  of  same.  It 
may  include  records  of  quantities  ordered  for  future  delivery  and  ol 
appropriations  for  work  in  hand;  it  may  also  be  subdivided  into  sections 

relating  to: 

(a)  receipts; 

( b )  issues; 

(c)  balances. 

STOCK  RETURNS— See  Branch  Returns. 

♦STOCK  REQUISITION 

A  request  from  the  Storekeeper  for  the  replenishment  of  stock. 
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♦STORES  LEDGER 

A  record  of  quantities  and  values  of  stores  received  and  issued, 
assembled  under  commodities. 

♦STORES  REQUISITION 

An  authorization  to  the  Storekeeper  to  issue  raw  material,  prepared 
material,  finished  parts  and  other  stores. 

STORES  RECORDS— See  Stock  Record. 

STORES  REQUISITION— SUMMARY  OF 

A  summary  of  Requsition  Notes  classified  under  the  main  headings 
of  the  products,  Bread  and  Confectionery  or  under  each  kind  of  raw 
material  used. 

TILL  BOOK 

A  record  of  daily  takings,  cash  paid  out,  paid  to  bank  or  paid  over  to 
head  office  and  cash  balance  made  up  of  notes,  silver,  copper,  etc.,  with 
details. 

TIME  CARD— See  Work  Card. 


♦TIME  CLOCK  OR  TIME  RECORDER— See  also  Clock  Card. 

An  instrument  for  recording  workers’  time.  It  may  be  used  for  record¬ 
ing  each  employee’s  times  of  arrival  and  departure  and,  if  required,  the 
time  of  starting  and  finishing  each  job  or  operation. 

♦TIME  RATE 

The  rate  of  wages  paid  to  a  worker  on  a  time  basis. 

TIME  SHEET — See  Work  Card. 

TIME  STUDY 

The  examination  of  times  taken  in  carrying  out  an  operation  or  part 
thereof. 


*“  TIME  AND  LIME  ” 

A  term  applied  to  contracts  placed  on  the  basis  of  cost.  This  basis  was 
originally  employed  in  connection  with  bricklaying  and  similar  work 
but  its  use  is  extended  to  various  kinds  of  contract  work  during  the  war 
time.  Sometimes  referred  to  as  “  Cost-plus  ”  contracts. 

TRADING  ACCOUNT 

_f  ac9°Vnt  Rowing  the  sales  for  the  period  and  the  stock  at  the  end 
of  the  period  on  the  right  and  on  the  left  hand  side  the  stock  in  hand  at  the 

°f,,,he  Purchases  of  materials,  manufacturing 

wages  and  National  Insurance,  Fuel  and  Power. 

*  UN  ABSORBED  EXPENSE 

.  The  excess  of  the  total  actual  overhead  over  and  above  the  amount* 
absorption*.  “deB-  ^  "  °‘her  COSt  “*•  *  Prede«™ncd  rTtes  of 


^UNIFORM  COSTING 

industry  “or  combing  C°S“n8  meth°dS  f°r  different  factories  in  the  same 
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♦UNIT  COSTING 

A  method  of  costing  by  an  all-round  unit  of  production  where  manu¬ 
facture  is  continuous  and  the  units  are  identical.  It  may  be  combined  with 
process,  operation  or  batch  costing. 

UNIT  OF  COST — See  Cost  Unit. 

UNIT  OF  COST— BREAD— See  Cost  Unit. 

UNIT  OF  COST— CONFECTIONERY— See  Cost  Unit. 

WAGES — See  also  Labour,  Direct  and  Labour,  Indirect. 

WAGES — SELLING — See  Shop  Selling  Expense. 

♦WAGES  ANALYSIS 

Dissection,  classification  and  assembly  of  wages  earned  under  the 
various  orders  for: 

(a)  Production; 

( b )  Overhead; 

(c)  Capital  Services. 

WAGES  BOOK— See  Wages  Sheet. 

♦WAGES  SHEET 

A  summarized  statement  of  wages  payable  to  the  employees.  It 
usually  details  in  addition: 

(a)  State  Insurance  deduction; 

(b)  Other  deductions  or  additions  (if  any); 

(c)  Employers’  State  Insurance  contributions; 

( d )  Extra  payment  for  overtime. 

( e )  Income  Tax. 

♦WAGES  SHEET  ANALYSIS 

A  dissection  or  summary  by  departments,  shops,  etc.,  of  certain 
statistics  recorded  on  the  wage  sheets,  e.g.  the  number  of  employees 
average  wages,  overtime  hours,  lost  time,  etc. 

♦WAGES  SUMMARY— See  Work  Card  and  Wages  Analysis. 
WAGES— TRADE  BOARD 

TTnrW  the  Waves  Trade  Board  Regulations  the  basis  is  an  hourly  rate 


♦WAITING  TIME  .  . 

Time  spent  by  an .employee  when  standing  ^  “  beyond 
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WATER— CONSUMPTION  OF 

The  actual  usage  of  water  in  gallons  and  value  for  a  period . 

WEAR  AND  TEAR— See  Depreciation. 

*WORK  CARD 

The  record  of  an  operation,  stating  quantity,  time  occupied,  and  the 
order  chargeable. 

WORK  IN  PROGRESS 

Work  in  hand  and  not  ready  for  dispatch  from  the  factory. 

WORK  TICKET— See  Time  Ticket 
YIELD  OF  MATERIALS 

For  accurate  costing  it  is  necessary  to  be  able  to  control  the  yield  of  the 
raw  materials.  For  instance  a  sack  of  National  Flour  should  yield 
approximately  94  quarterns  of  bread  of  4  lb.  each  using  the  recommended 
formula.  Proprietary  flours  should  show  larger  yields,  see  present  weights 
of  loaves:  3^  lb.  instead  of  41b.;  If  lb.  and  14  oz.  This  gives  a 
correspondingly  greater  number  from  the  sack  of  flour. 

In  the  case  of  confectionery  the  weight  of  the  ingredients  used  may 
give  a  yield  of  100  per  cent  or  as  low  as  86  per  cent. 

Allowance  should  be  made  for  all  known  losses,  such  as  evaporation, 
mixing  losses,  etc. 

The  weight  of  the  finished  goods  should  be  compared  with  the  weight 
of  the  mixing. 


